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SUMMARY 1977 1976 
Financial: 
Earnings (loss) before extraordinary item ......... $. (29,223,000) $ 14,703,000 
— per Convertible Share ....c.ccc. ccs tener eene senders $(6.23) $2.96 
Earmings (loss) fom the) yea lieieeseceeese ee cereeeere $ (8,985,000) §$ 14,703,000 
= ‘per convertible share sy. ceaea coer eee $(2.15) $2.96 
Dividends per convertible share .................000008 50¢ $1.00 
Working capital :):.4..t.ceancantuaacetes ey  meeeeueee $ 252,411,000 $ 152,083,000 
Metal sales prices (per pound — U.S. currency): 
Electrolytic nickel (at December 31) een. ee $2.08 $2.41 
Ferronickel (at December 31) <..........0ccccseeeseeeees $2.00 $2.36 
Copper (per London Metal Exchange) 
= JANUAiny | Reatecterceece eee catteemen a Came cee 61¢ 53¢ 
— High (1977 — March; 1976 — July) .......... 70¢ 77¢ 
— December 3. tuvcecscmrceceeerceece eter oes 57¢ 61¢ 
Metal sales (pounds): 
Nickel: invall Tovimis: cosascscceatenen oe coer neeneces eee eee 78,281,000 143,396,000 
CODDG Fah iasnsnsu rears coeecun naan Oe enn nee ea 155,201,000 139,287,000 
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NICKEL CROWNS — Enlarged 
photograph of a new and improved 
form of electrolytic nickel recently 
introduced by Falconbridge for use 
in the electroplating industry. 
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Norway. 


Exploration Offices 


Toronto and Sudbury, Ontario; Quebec 
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Stock Exchanges 
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Limited are listed on the Toronto, 
Montreal and Vancouver stock 
exchanges. 


The shares are also traded Over-the- 
Counter in the United States. The 
NASDAQ symbol is FALCF. 
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1928-1978 


Falconbridge Nickel Mines Limited was 
incorporated under the laws of Ontario on 
August 28, 1928. The commemorative design 
shown here is being used in advertising and 
publications in 1978 to mark the Company’s 
50th anniversary. 
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REPORT OF THE 
DIRECTORS TO THE 
SHAREHOLDERS 


Highlights of 1977 


Depressed market conditions continued 
throughout 1977 and were the major 
factor in the consolidated loss resulting 
from the year’s operations. A continuing 
weak demand for nickel, compounded by 
new production from other countries, 
fierce competition and falling prices led to 
abnormally high producer inventory 
levels and extensive production cutbacks 
within the industry. 


The Sudbury Operations of the 
Company were shut down for more than 
five weeks and reductions in the work 
force were effected during the second 
half of the year. Despite these measures, 
inventories continued to grow and, by 
year-end, Falconbridge inventories of 
finished nickel in all forms amounted to 
78,262,000 pounds compared with 
inventory of 18,277,000 pounds at the 
end of 1976. 


Early in December, the Company 
announced that the continuing weakness 
in nickel markets and increasing 
inventories had necessitated a further 
cutback in production planned for 1978 
at Sudbury Operations. This is to be 
achieved by a seven-week summer 
vacation shutdown and an additional 
reduction in personnel. 


Decreased production at Sudbury has 
also affected production plans at the 
Company's refinery in Norway. Beginning 
in January, 1978, the working hours of all 
employees were reduced by 20 per cent 
with a corresponding reduction in pay. A 
similar program was introduced at the 
Company's Metallurgical Laboratories at 
Richmond Hill, Ontario, and a staff 
reduction has been effected in the 
corporate offices in Toronto. 


The impact of depressed market 
conditions has also been felt in the 
Dominican Republic where the 
Company’s subsidiary, a major producer 
of ferronickel for world markets, 
announced in January, 1978, a cutback 
in production and the layoff of 
approximately 25 per cent of its 2,100 
employees. 


Work on the Smelter Environmental 
Improvement Program at Falconbridge, 
Ontario, continued on schedule, toward 
its planned start-up in April, 1978. By 
year-end the roaster-electric smelter 
portion of the project was 92 per cent 
complete and the adjacent acid plant 
portion was 85 per cent complete. 
Expenditures on this project in 1977 were 
$34,226,000, bringing total expenditures 
to date to $65,977,000. The current cost 
estimate of the completed project is 
$83,000,000. 


In order to finance its high inventory 
and the heavy capital expenditures on the 
Smelter Environmental Improvement 
Program, and to provide additional 
working capital, the Company in 1977 
issued 3,000,000 preference shares at 
par value of $25 each, and borrowed 
$75,900,000 through a five-year bank 
loan, providing a total of $150,900,000 
cash inflow from these sources. 


Because of a deteriorating market and 
intense price competition, posted nickel 
prices were suspended by major 
producers in mid-1977. Published prices 
were reinstated by the Company late in 
the year. 


Copper prices reflected the depressed 
economic conditions which prevailed in 
1977. Consequently, average 1977 
copper prices expressed in United States 
currency were lower than those in 1976. 
Refined copper inventory held by 
producers and various commodity 
exchanges increased in 1977 and caused 
a number of North American copper 
mining companies to curtail production. 
Current refined metal inventories should 
moderate any upward price movement; 
no major increase in the price of copper 
can be expected in 1978. 


The public offer made by Canadian 
Superior Oil Ltd. to purchase any or all of 
the capital stock of Alminex Limited at a 
price of 1/13 of a common share of 
Canadian Superior and $7.00 for each 
share of Alminex was accepted by the 
Company. On December 30, 1977, the 
Company received 294,143 shares of 
Canadian Superior (with a market value 
of $17,465,000) and $26,767,000 for its 
3,823,871 shares of Alminex. 


Falconbridge Dominicana, C. por A. 
continued to operate below capacity 
because of weak demand and growing 
inventories of ferronickel. Earnings 
for 1977 were much lower as sales of 
ferronickel to Falconbridge Nickel Mines 
Limited in the year dropped to 45,477,000 
pounds compared with sales of 
56,471,000 pounds in 1976. 


The earnings of Falconbridge Copper 
Limited were greater than in 1976 due 
mainly to improvements in operations of 
the Sturgeon Lake Joint Venture and to 
higher prices for gold and silver. The 
Cooke Mine in the Opemiska Division 
commenced production in July, 1977, 
with a significant increase in gold 
production from this copper orebody. 
Sinking of the Corbet Mine shaft at the 
Lake Dufault Division had reached a 
depth of 3,869 feet by the end of 1977 
and was completed to its final depth of 
3,990 feet early in 1978. 


Consolidated sales of Indusmin Limited 
were at record levels, with sales in the 
Industrial Minerals Division exceeding 
that Division’s 1976 record performance. 
Sales of steel castings were lower than in 
1976, reflecting the continuing weakness 
of the Canadian capital goods market. 
The consolidated earnings for 1977 were 
considerably lower than those of 1976, 
due to the loss incurred by Fahramet 
Limited. During the year, Indusmin 
acquired Lawson-United Feldspar and 
Mineral Company Inc. of Spruce Pine, 
North Carolina. This acquisition expands 
Indusmin’s sales activities in the 
northeast and mid-west areas of the 
United States. 


United Keno Hill Mines Limited 
experienced a good year, with revenue 
and earnings exceeding those of 1976, 
when a lengthy strike adversely affected 
that year’s results. A decline was sunk to 
the fourth level at the Husky Mine and 
other development work was done on 
several small projects. 


Consolidated Earnings 


In 1977 the Company incurred a 
consolidated loss of $29,223,000 or 
$6.23 per share before an extraordinary 
gain of $20,238,000 realized from the 
sale of the shares of Alminex Limited. The 
loss after this extraordinary item was 
$8,985,000 or $2.15 per share. In 1976 
consolidated earnings were $14,703,000 
or $2.96 per share. The principal factors 
contributing to the consolidated loss in 
1977 were the low world demand for 
metals and the resultant weakening of 
metal prices. 


The Integrated Nickel Operations 
recorded a loss of $21,629,000 
compared with earnings of $4,727,000 in 


1976. Sales of nickel during the year were 
significantly below the amount sold in 
1976 while sales of copper were 
somewhat higher. During the year there 
was a significant decline in the prices of 
nickel and copper. Most of the 
Company’s production, however, is sold 
in U.S. dollars, and with the decline in 
value of the Canadian dollar in 1977 in 
relation to the U.S. dollar, the drop in the 
selling prices of the Company’s products 
during the year was offset by gains on 
foreign exchange. While the Company 
has maintained its unit production costs 
at a level comparable with 1976, there 
have been significant charges to earnings 
resulting from the shutdown of the 
Manibridge Mine in Manitoba and the 
production curtailments at the Sudbury 
Operations. 


Subsidiary companies contributed 
earnings in the aggregate amount of 
$3,765,000 to consolidated results for the 
year, $7,663,000 lower than the 
contribution made in 1976. In order of 


a 
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EARNINGS ($ Millions) CONTRIBUTION TO CONSOLIDATED EARNINGS 
eee he 7 


*Before extraordinary item 


magnitude, Falconbridge Copper Limited 
contributed $2,913,000 in 1977, up by 
$1,276,000 from 1976; Falconbridge 
Dominicana, C. por A., $2,788,000, down 
by $6,046,000 from 1976; and Indusmin 
Limited, $1,251,000, down by $768,000. 
The consolidated loss in 1977 includes 
$336,000 of the loss at Oamites Mining 
Company (Proprietary) Limited and the 
$2,211,000 loss at Wesfrob Mines 
Limited. In 1976 Oamites contributed 
$128,000 to consolidated earnings but 
Wesfrob’s 1976 loss of $337,000 
reduced that year’s consolidated 
earnings. 


Falconbridge’s share of the earnings of 
other controlled companies recorded on 
an equity basis, together with dividends 
from other investments in 1977, 
amounted to $5,789,000 — up from 
$4,757,000 in 1976. Alminex Limited 
contributed $3,776,000, up by $352,000 
from 1976 and United Keno Hill Mines 
Limited contributed $1,168,000, up by 
$327,000. Dividends of $768,000 
received from investments are $196,000 
higher than those received in the previous 
year. 


Unallocated corporate expenditure for 
the year, net of dividend income, 
amounted to $16,303,000, up 
$10,586,000 from 1976, largely as a 
result of non-recurring items. 


Further details of the financial results of 
individual operations and companies 
appear in Statement 5, and on pages 32 
to 40. 


Working Capital 


Consolidated working capital increased 
by $100,328,000 during 1977 to 
$252,411,000 at the year-end. The major 
sources of working capital were the issue 
of preference shares in the amount of 
$75,000,000 and bank loans of 
$79,418,000. Operations generated 
$12,711,000, while cash received from 
the sale of investments amounted to 
$28,135,000 and the disposal of fixed 
assets yielded $2,853,000. Working 
capital was decreased by expenditures 
on property, plant and equipment and on 
development and preproduction activities 
in the amount of $81,701,000; by 
reductions in long-term debt of 
$11,739,000, and by total dividends of 
$4,174,000 paid to holders of the 
preference shares and the convertible 
shares of the Company. 


CONSOLIDATED 
CAPITAL 

EXPENDITURES 

BY GEOGRAPHICAL AREA 
1977 


The total funds applied in 1977 
approximated $585,000,000 of which 
$337,000,000, 58 per cent, went to 
suppliers for operating supplies and fixed 
assets; and $120,000,000, 20 per cent, 
represented take-home pay for 
employees. Taxes of various kinds to all 
levels of governments amounted to 
$63,000,000, 11 per cent of total funds 
applied. Dividends paid to shareholders 
amounted to 1 per cent of funds applied. 
While approximately 72 per cent of sales 
revenues were earned overseas, only 33 
per cent of all funds utilized went to non- 
Canadian sources. 


CONSOLIDATED SOURCES 
AND APPLICATIONS OF 
WORKING CAPITAL (FUNDS) 
DURING 1977 


SOURCES 
OF FUNDS 


APPLICATIONS 
OF FUNDS 


“Excludes funds 
applied to increase 
metals inventory 


Return on Net Assets 


The return on consolidated total assets 
less current liabilities was 1.0 per cent in 
1975 and 3.5 per cent in 1976. In 1977, 
the consolidated loss resulted in a 
negative return on investment. A 
reasonable return on investment will not 
be achieved until there is a significant 
increase in the demand for metals and 
stronger prices. 


Marketing Summary 


Sales of Falconbridge nickel in all forms 
during 1977, including nickel refined and 
delivered on a commission basis, totalled 
78,281,000 pounds compared with 
143,396,000 pounds in 1976. The 
decrease resulted largely from customers 
decreasing their inventories, a 
continuation of the prolonged economic 
recession, particularly in Europe, and the 
softening in segments of the stainless 
steel market worldwide. 


The recovery of the wesiern world 
capital investment sector, on which a 
strong nickel market depends, did not 
materialize as expected. Nickel markets in 
1977 continued to reflect intense 
competition among nickel producers as 
they attempted to increase or maintain 
their market share. In 1977, western 
world nickel mining capacity was about 
1,600,000,000 pounds. Producer 
shipments in the non-Communist world 


CONSOLIDATED 
SALES 


REVENUES 
BY GEOGRAPHICAL AREA 
1977 


were estimated at about 900,000,000 
pounds in 1977, compared with 
1,160,000,000 pounds in 1976. Most 
nickel companies in the western world 
announced substantial production 
curtailments to achieve a balance 
between production and shipments. 


The posted prices for electrolytic nickel 
and ferronickel were rescinded during 
1977 due to severe competition among 
producers. However, towards year-end, 
Falconbridge announced a firm price of 
U.S. $2.08 per pound of electrolytic 
nickel, delivered at customer works, 
effective for the remainder of the year and 
the first quarter of 1978. Firm prices for 
other nickel product forms were also 
announced. 


The London Metal Exchange ‘‘spot’’ price 
for copper wirebars declined in 1977 to 
an average level of U.S. 59.5 cents per 
pound, compared with the equivalent 
1976 price of U.S. 64 cents per pound. 
The price moved erratically throughout 
the year, reaching a high of U.S. 70 cents 
per pound in March and falling to a low of 
U.S. 51 cents per pound in August. 
Subsequently, prices improved 
somewhat and closed the year at U.S. 58 
cents per pound. The annual average 
price has remained at or near the U.S. 60 
cents per pound level since 1975. 


Sales of metal products from the 
Integrated Nickel Operations and from 
the Ferronickel Operations were as 
follows: 


1977 1976 
(pounds) 
Refined nickel in 
all forms* 34,887,000 83,615,000 
Ferronickel 43,394,000 59,781,000 
Copper* 44,949,000 36,081,000 
Cobalt 1,494,000 2,079,000 


*Includes nickel and copper refined and sold 
on a commission basis. 


Sales of copper concentrates by 
subsidiary companies in 1977 contained 
110,252,000 pounds of copper, 7 per 
cent higher than the comparable 1976 
figure of 103,206,000 pounds. This 
higher level of sales was due largely to 
increased production at the Sturgeon 
Lake operation of Falconbridge Copper 
Limited. Sales of zinc contained in the 
concentrates totalled 89,032,000 pounds 
in 1977, up by 21 per cent from the 1976 
figure of 73,430,000 pounds — also 


EXPENDITURES 
BY GEOGRAPHICAL AREA 


attributable to increased production ai 
Sturgeon Lake. 


Sales of gold, silver, lead, platinum, 
palladium and other meials produced by 
ihe Company and its subsidiary and 
associated companies in 1977 are higher 
than those of 1976. 


Exploration 

Consolidated exploration expenditures of 
Falconbridge and its subsidiary 
companies were $9,726,000, an increase 
of $1,401,000 over the 1976 level. Direct 
expenditures by Falconbridge Nickel 
Mines Limited and its wholly-owned 
subsidiaries during 1977 were 
$8,156,000, of which $2,759,000 was 
spent for exploration in the Sudbury area. 


Due io adverse economic condiiions, 
exploration activity was reduced during 
the latter half of 1977. A further Gecrease 
in exploration expenditures is planned for 
1978. 


Detailed drilling and evaluation of the 
zone of copper mineralization ai the 
Company's Strathcona Mine in the 
Sudbury area continued during the year. 
Much of this maierial is included in 
probable reserves and has increased ihe 
amount of copper meial included in ore 
reserves at year-end. 


In Canada, general exploration 
activities were continued, but aia 
reduced level, from regional offices in 
Vancouver, Winnipeg, Thunder Bay, 
Sudbury, Quebec City and St. John’s. 
Foreign exploration operations were 
undertaken in the United States, South 
America, the southern pari of the African 
continent and Norway. The Company’s 
exploration offices in Buenos Aires, 
Argentina and Rio de Janeiro, Brazil were 
closed at the end of the year. 


Falconbridge Is participating as a 
minority partner in a joint venture 
program to evaluate a significant 
porphyry copper prospect in Chile. 
Diamond drilling has started on the 
property and initial results are 
encouraging. 


Under the terms of agreements with 
Global Mining Resources, Inc., Global 
Marine Inc., and Benguet Consolidaied 
Inc., exploration work was continued on 
a nickel laterite deposit situated in ithe 
Zambales Mountains, about 200 
kilometres northwest of Manila in the 


invesiigaied Guring the year. 


Research and Development 
Research activities cost $3.844.000 in 
1977 compared with $3,.769.000 in 1976, 
and were Girecied chiefly ioward 
improving meiallurgical operations ai 
Falconbridge, af the refinery in Norway. 
and ai the ferronicke! plani in the 
Dominican Republic. 

Process research objeciives have been 
noi only io Gevelop improvemenis in 
existing operations, but also io develop 
new treaimeni methods for the recovery 
of markeiable producis irom the 
Company's ores. For many years much o7 
this work was carned oui in facilities 
located at the Sudbury Operations. In the 
latier part of 1977, as a resuli of a general 
program of cost reduction, ii was decided 
to terminate research ai Falconbridge 
and io consolidate this aciivity with those 
in Falconbridge Meialiurgical 
Laboraiories, Richmond Hill, Oniario. 

The developmeni of new processes 
and producis, research inio the 
increasingly sophisticated techniques 
required for analysis of ioday’s high purity 
materials, the Gevelopmeni of new uses 
for the Company's producis, and the 
provision of technical service to 
customers will continue io be centred in 
the Richmond Hill facility. As before, 
laboratory personne! will continue to work 
closely with metallurgical and other 
technical Geparimenis locaied ai 
Falconbridge Nikkelverk and 
Falconbridge Dominicana, as well as 
those at Sudbury Operations. 


Two noiable achievements resulted 
from recent research work: a new and 
simple method of removing cobalt from 
nickel solutions by ion exchange was 
developed and patented, and a process 
for producing a new form of high purity 
nickel for electroplating was tested 
successfully and is to be brought into 
commercial operation in 1978. 


Environmental Control 


The Smelter Environmental Improvement 
Program and the new tailings disposal 
area and waste waier treaiment sysiem 
for the Falconbridge mill-smelter area are 
on schedule and expecied to be 


operational in the first half of 1978. The 
new tailings anc waste water sysiem is 
iniended io bring all the liquid effluents in 
the Falconbridge area into compliance 
with the quality criteria established by the 
Oniario Minisiry of Environment. 

The joint program conducted by Giant 
Yellowknife Mines Limited and 
Environment Canada to develop 
improved technology for treating gold 
milling waste waters, which began in 
1976, was compleied during 1977. The 
preliminary indications are that the 
program was technically successful but 
the treaimeni concept is more expensive 
than expecied. Investigation of alternative 
processes is being coniinued. A study 
conducted by Giant Yellowknife Mines 
Limited of the arsenic collection sysiem 
on the mill roasier also began laie in 
1976. li has resulted in some minor 
changes in the equipment and 
procedures which produced a major 
reduction in the indicated emission rates. 
This systematic study will be continued in 
1978. 

Falconbridge is continuing its 
participation in three Federal-Provincial- 
indusirial Task Forces that are studying 
air and waier emissions from smeliers and 
similar facilities and the usable control 
technology. The objective of the Task 
Forces is to recommend a basis for 
Canada-wide emission guidelines and 
reguiaiions thai will protect ihe 
environment and be economically 
accepiable to indusiry. 


Capital 

The 7.000.000 issued and unissued 
common shares in the capital of the 
Company were reclassified as Class A 
convertible shares without par value, and 
1,000 Class B convertible shares without 
par value and 1,000 common shares 
without par value were created by Articles 
of Amendment dated April 13, 1977. The 
Class A shares are convertible into Class 
B shares, and vice versa, on a share for 
share basis. The sole purpose of this 
restructuring was to permit shareholders 
to elect to receive ordinary dividends or 
tax-dejerred dividends as permitied by 
the Income Tax Act of Canada. The Act 
was subsequently amended to prohibit 
the payment of tax-deferred dividends 
after December 31. 1978. These changes 
in the capitalization of the Company were 


approved at the Annual and General 
Meeting of Shareholders held on April 12, 
1977. 


Shareholders 


At December 31, 1977 there were 9,150 
shareholders, of whom 6,997 were of 
Canadian registry holding 4,503,100 
convertible shares. This represents 90 
per cent of the 5,010,055 convertible 
shares outstanding after deduction of 
45.483 shares held by subsidiaries. At 
the end of the previous year there were 
9,788 shareholders of the outstanding 
common shares, of whom 7,449 were of 
Canadian registry holding 4,526,638 
common shares representing 90 per 
cent ownership. In addition, the 
3,000,000 preference shares with par 
value of $25.00 each were held by one 
shareholder of Canadian registry. 


Dividends 

The direciors declared a dividend of 25 
cenis per share on the common shares, 
payable March 31, 1977 and 25 cents per 
share on the Class A shares, and an 
equivalent dividend on the Class B 
shares, payable June 30, 1977. The 
Gireciors Gecided not to declare 
dividends on the Class A and Class B 
shares for the third and fourth quarters of 
1977 due io the depressed nickel market 
conditions and the severe financial strain 
on the Company, as cited earlier in this 
report. The directors also declared 
dividends due during 1977 on the 
preference shares, amounting to 
$1,692,000. 


In Memoriam 


On September 7, 1977, four executives of 
the Company and its Chief Pilot were 
killed in an aircraft accident near Barrie, 
Ontario, while travelling on Company 
business from Sudbury to Toronto. They 
were John J. Mather, Group Vice- 
President, and President of the Canadian 
Nickel Division; Gordon A. Allen, Vice- 
President, Canadian Nickel Division and 
General Manager, Sudbury Operations; 
Kenneth W. Dunn, the Company’s 
Assisiant Vice-President Corporate 
Affairs and Controller; Roy S. Cleland, 
Manager Engineering and Process 
Technology, Sudbury Operations; and 
Chief Pilot Armand R. Hollinsworth of the 
Falconbridge Aviation Department. These 
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talented employees had made a very 
valuable contribution to the Falconbridge 
Group for many years and their loss was a 
severe shock to the organization. The 
directors, management and Company 
employees joined their families in 
mourning their sad loss. 


Organization 


Mr. C. F. H. Carson, Q.C., retired as a 
director at the Company’s annual 
meeting in April, 1977. He had served 
with distinction in this Capacity since 
1956. Mr. Carson was unanimously 
elected Director Emeritus in recognition 
of the esteem in which he is held by the 
Board of Directors. 


Mr. Robert Hewitt, Chairman and Chief 
Executive Officer of Hewitt Equipment 
Limited, was elected a director on April 
12, 1977, succeeding Mr. Carson. 


Mr. John M. Donovan, formerly 
Assistant Controller, was appointed 
Controller, succeeding the late Mr. 
Kenneth W. Dunn. 


Mr. J. R. Smith, Vice-President Minerals 
Division, elected early retirement from the 
Company after twenty-four years of 
distinguished service. He was also a 
director and officer of various other 
companies in the Falconbridge Group. 


Select Committee 


On January 4, 1978, Falconbridge Nickel 
Mines Limited presented a Brief to a 
Select Committee of the Ontario 
Legislature inquiring into employee 
layoffs in the nickel industry. On January 
19th and 20th, Falconbridge officials 
again appeared before the Select 
Committee for questioning. The 
Company awaits the Committee’s report 
and recommendations. 


Appreciation 


The directors gratefully acknowledge the 
excellent cooperation of management 
and employees throughout 1977, which 
was an extremely difficult year for the 
Company and for the mining industry as a 
whole. They also record their warm 
appreciation of the continuing support 
extended by shareholders, customers, 
suppliers and local plant communities. 


On behalf of the Board of Directors: 


MARSH A. COOPER, 
President and Managing Director. 


Toronto, Ontario, 
February 28, 1978. 


CONSOLIDATED 
FINANCIAL 
STATEMENTS 
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AUDITORS' REPORT 


To the Shareholders of 
Falconbridge Nickel Mines Limited: 


We have examined the consolidated balance sheet of Falconbridge 
Nickel Mines Limited as at December 31, 1977 and the consolidated statements of 
earnings, retained earnings and changes in financial position for the year then 
ended. We have also examined the statement of investment in associated and other 
companies as at December 31, 1977 and the statement of supplementary information 
as at December 31, 1977 and for the year then ended. Our examination was made in 
accordance with generally accepted auditing standards, and accordingly included 
such tests and other procedures as we considered necessary in the circumstances. 

In our opinion, subject to the uncertainty as to recovery of certain 
deferred development and exploration expenditures as explained in note 9(c) (iv), 
these consolidated financial statements present fairly the financial position of 
the company as at December 31, 1977 and the results of its operations and the 
changes in its financial position for the year then ended, and the statement of 
investment in associated and other companies and the statement of supplementary 
information present fairly the information set forth therein, all in accordance 


with generally accepted accounting principles applied on a basis consistent with 


that of the preceding year. 


EIS Shs) Soren) “Co, 


Chartered Accountants 


Toronto, Canada, 
March 6, 1978. 


ACCOUNTING POLICIES 


The principal accounting policies followed by Falconbridge Nickel Mines Limited and its subsidiaries are summarized 
to facilitate review of the consolidated financial statements contained in this report: 


A. Basis of consolidation and accounting standards 
(i) Falconbridge consolidates the financial statements of subsidiary companies (owned more than 50%), and 
accounts on an equity basis for effectively controlled companies; and 
(ii) The accounting principles followed by the Company are those which are generally accepted in Canada. Foreign 
subsidiaries’ financial statements are restated for consolidation purposes to accord with such principles. 


B. Translation of foreign currencies 
(i) Current assets and current liabilities are translated into Canadian dollars at approximate quoted rates of exchange 
at year-end; 

(ii) Items included in property, plant and equipment, other assets, and non-current liabilities are generally translated 
into Canadian dollars at the rates of exchange prevailing at the dates the transactions were recorded; 

(iil) Revenues and expenses are translated into Canadian dollars at the approximate average monthly quoted rates of 
exchange; except that provisions for depreciation, depletion and amortization are translated at the rates prevailing 
when the expenditures on the related assets were made; and 

(iv) On translation of foreign subsidiaries’ financial statements for consolidation purposes, unrealized gains are 
deferred and losses are reflected in earnings. 


C. Revenue recognition 
Revenues are recorded in the accounts for the sale of refined metals, ferronickel, industrial minerals and metal castings 
when legal title passes to the buyer. 
Metals contained in concentrate production are sold under long-term contracts. Estimated revenues are recorded in the 
accounts during the month when the concentrates are produced. The estimated revenues may be subject to adjustment 
on final settlement or may be adjusted prior to final settlement, usually three or four months after the date of production, 
to reflect changes in metal market prices and weights and assays. 


D. Valuation of inventories 
Metals inventories are valued at the lower of cost or net realizable value. Cost includes direct labour and material costs 
as well as administrative expenses at the operating properties. The cost of inventories derived from Falconbridge’s ore is 
determined on a ‘‘last-in, first-out’ basis; the cost of inventories derived from the subsidiaries’ ore and other sources Is 
determined on a “‘first-in, first-out’ basis. The cost of supplies inventories is determined on an average cost basis. 


E. Depreciation, depletion and amortization 
(i) Falconbridge calculates depreciation on the straight-line method at rates designed to amortize plant and equipment 
over the lesser of their useful lives or the lives of the producing mines to which they relate. For the period ended 
December 31, 1976, this resulted in a composite rate of 10%; for the year ended December 31, 1977, the 
composite rate was 7.7%. Generally the subsidiary companies calculate depreciation on the straight-line method at 
rates varying from 5% to 25%. Depreciation is provided on the production method by Wesfrob Mines Limited and by 
Falconbridge Copper Limited for certain of its properties; 

(ii) Depletion of properties is provided over a period equal to the lesser of the estimated life of the resources 
recoverable from the properties, or twenty-five years; 

(iii) Development and preproduction expenditures are deferred until the commencement of commercial production, 
certain subsequent development expenditures are also deferred, and then written off at rates designed to amortize 
the expenditures over periods not longer than the lives of the producing mines or properties; 

(iv) Repairs and maintenance are charged to operations or development and preproduction; major betterments and 
replacements are capitalized. Upon sale or retirement, the cost of the fixed assets and the related accumulated 
depreciation are removed from the accounts and any gains or losses thereon are taken into earnings; and 

(v) Discount and financing expenses incurred in connection with long-term debt obligations are amortized over the 
period that the related obligations are outstanding. 


F. Exploration 
Exploration costs incurred to the date of establishing that a property has reserves which have the potential of being 
economically recoverable are charged against earnings; further costs are generally capitalized. 


G. Research and process development 
Research and process development costs are charged against earnings as incurred. 


H. Retirement plans 
The costs of retirement plans are charged against earnings in the year premiums or required fundings are payable. Past 
service costs are generally being funded over periods of up to 15 years. 


I. Income and mining taxes 
All companies follow the tax allocation principle of accounting. Under this principle timing differences between the 
period when income is reported for tax purposes and the period when it is recorded in the accounts result in provisions 
for deferred taxes and these are segregated in the deferred income and mining tax account at the year-end. 
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FALCONBRIDGE NICKEL MINES LIMITED 


(Incorporated under the laws of Ontario) 


CONSOLIDATED BALANCE SHEET DECEMBER 31, 1977 


ASSETS 
__1977 1976 
(000’s) (000’'s) 
CURRENT: 
Cash and temporary investments, at cost which approximates 
market value (note 10)) page ZO) eae ie TT a erat RU ait ar eb at Ma Meee ea eed se ey eat Mee $ 121,287 $ 49,022 
Accounts and metal settlements receivable (note 12, Page 22) ..... ce cieeseeeeessteeeeeeene es 82,781 122,660 
Inventories Of Metals: coisa TORR MAU RCSD HLL a AEE RAIMI aL a OE 135,105 47,022 
Inventories OF SUPPIIES ie LA TIMUR EL Sas Mia STLab FR ea Si CPR tt 33,206 33,887 
372,379 252,591 
PROPERTY, PLANT AND EQUIPMENT (note 9, page 19): 
Producing assets — 
Plant and equipment: at Cost eee eM arnt a sea UAHA TENSE HELE Mee Due 509,332 494,463 
Land.and properties, at COs tea ATE AEE HUAI nit ASTI ao ana We aS nl 20,528 20,288 
529,860 514,751 
Less accumulated depreciation and depletion .......ccicccecceccccceceeeesseteeeceseseeaesseneaes __ 321,588 316,347 
208,272 198,404 
Development and preproduction expenditures, at cost 
leSSraMOUNTS WHITTEN Off ero LAUT NRL RA CES Uae Vier AIT ged Te tie Red Te a 96,496 56,813 
304,768 ZOO 2h 
Non-producing assets — 
Properties and projects, at cost 
less amounts written Off foi. A NU eae ca ee ae ea Tae 150,356 __ 167,654 
455,124 422,871 
OTHER: 
Investment in associated and other companies 
(Statement 4, page'23) sy eT LTS] He) le eee a ae 54,390 53,220 
Deposits, long-term accounts receivable and other assets, at COSt ........cccccccccsesseeeveerees 2,518 3,292 
Debt discount and issue expenses, at cost less amounts written Off ......0.cccccccececsseeseeees 3,742 4,011 
60,650 60,523 
$ 888,153 $ 735,985 


(See notes to consolidated financial statements) 


LIABILITIES AND SHAREHOLDERS’ EQUITY 


CURRENT: 


HOPE 141 Ne 3) 8 rae Viethen SR AUER OUD ALM Oca NN UL a 
BeCOuUns PavaNe and ACCME CNALGES ies calauaniyessvosbuaallewa hoa dc eemanad tala Mubenee teams 
Advance payments OMSAISS COMMACTS caircenises suse Meet ae LU Ls AAR RU BUL LEAN NEATH Dea Bt et 
eS eNO MAS DAVAO WA WAI LU Utne dn dusol ae gio lly Ue bhie Mela ties Aes RU a eae 
PAG ORer MOONE N AXES DAVADIE Uli Ml uu Leal iii UUi a yulino dala CUU MCRL ERM Gade Ee HEL hilt ct 
HONG him Ge MOU imal KG) Withl MOMENVGAL|uestussiuerseucoteccensucwlyeec haunt UM UuL UM UNe IIE MMRiaE UGH Ruy 


LONG-TERM DEBT (note 10, page 20): 


Rel COROI OG CINICKEI AMINES ENTS Cee ea aero OSHC URN AEN Ee KU AM aa eeR yan alg 
al ECMO maGe,DOMmMGeal ven ea OO KA etn en Ui A RU ULM He CRR LMG Ha AURAL UA EHR 
OIPEHCOMMOAMICS erence eae ROMAN SOMALI DE RAT IMR eRe UO nL Re 


DEFERRED INCOME AND MINING TAXES .........000.0 ccc ee eeeeeeeererenttnnasaeanens 
BMEPRGO PALIN UAIM TR PRE See coronene etl Mele uilcaeintie Cases Manic red dLislve HULWults hiaiye CU LURL pb uMeetau iba hi eI tt Sh 


SHAREHOLDERS’ EQUITY: 
Capital (note 11, page 21) — 


Authorized: 
3,000,000 Preference shares of the par value of $25 each 


7,001,000 Convertible shares without par value 
1,000 Common shares without par value 
Issued: 


SOOOLOOO PRETEEN CE SECS eee eee UUM AC WUT RAOUL Gan eat atte at 
5,010,055 Convertible shares in 1977 (5,008,555 shares in 1976) ..............028 


ReraineG Gannings (MOE! 10! Pager2O) Mai tinipaescueneamonbanilpunWuisbietnlubiaunanteeblatems baby Kine pee 


Less 45,483 convertible shares held by subsidiary companies, at cost ................ 


On behalf of the Board: 
M. A. COOPER, Director 


W. F. JAMES, Director 


STATEMENT 1 


1977 1976 
(000’s) (000’s) 
$ 10,701 $ 9,147 
60,998 40,537 

13,229 
13,338 15,173 
8,450 4,881 
13,252 30,770 
119,968 100,508 
174,604 100,252 
113,050 123,193 
3,740 270 
291,394 223,715 
30,153 31,656 
63,511 58,857 

75,000 
89,000 88,963 
164,000 88,963 
222,306 235,465 
386,306 324,428 
(3,179) (3,179) 
383,127 321,249 
$ 888,153  $ 735,985 
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FALCONBRIDGE NICKEL MINES LIMITED 


CONSOLIDATED STATEMENTS OF EARNINGS AND RETAINED EARNINGS 


FOR THE YEAR ENDED DECEMBER 31, 1977 


CONSOLIDATED STATEMENT OF EARNINGS 
(See additional details — Statement 5, page 24) 


REVONUCS 5s COE LAEVIS AL Roa ae UL a a aL 


Operating expenses: 
Costs’ other than the undermentioneai items ye ear: ie ee aaa ea eee tet sta a ae eraete ae 
Selling, general: and administrativelexpenSeS 220e Hast lesnvaria asa lunehtietaty elu ULe see ateetatlee Hees 
Development and preproduction expenditures written off (note 4, page 18) ................ 
Depreciation and depletion’ (mote 44pagei/G)) imme sennvsnare te sntaey thee gaettail tate dsr nee ina 
Non-recurring charges (Note:S age wl) Giri teas ccms, tee.) seh een eana ace eta iene. ie anetaee Re non 


Operating profit... 0.0.6 ence eres etc eee tne ene ona ee 


Interest and amortization of debt expenses (net of interest and other income of $5,974,000 

In AO Zand) $4,294 OOO ini O76) ee Ue eee nies esta ncn ee Tne cree Bi ae ee eee me RR 
EXDengitures On Exploration eye MM MUN Tek aE ra el Won emit Ria a ERT te ies en ge 
Expenditures on research and process GEVEIOPMENT 22.0... cic eeseciencseccvesseeveccnnscecaececcensectaes 


Earnings (loss) before taxes and other iteMS .............0... cc cccccrnneneeeeeeeeceeeensunannnees 


Income and mining taxes (note 7, page 18): 
CuUrrenitcs cisuisiddh sais gaelic bull Uae de aoe Mestre se ae ear SHARE Uae at et aL a Ue ee 


Earnings (loss) after taxes, before other iteMS ............0......cccccccccceccceeteseceesaueeeeeesaunees 
Income from investment in associated and other COMPANIES ..............ccccceecceeeeenteeeeeeeeeeeeneees 
Earnings (loss) before minority interest and extraordinary item .....................0cee 
Minority shareholders’ interest in earnings of subsidiary COMPANIES ............c.cceeeeceeeeeeettteeees 
Earnings (loss) for the year before extraordinary item ...................0.....ccccccceeeececeeeesteenees 
Extraordinary item (note 2, pages] 8)iiaicayycaueckuneson stele tears eemri net eee ede eee ante eral ae a a 
Earnings (loss) for the year .4¢...450)scccssiccacsfacsnnh nner eens en eee ee oend ene 
Dividend requirement on preference: shares i... conetusua atc iuateuee anne da Seenral nr Rn EU ek anette 
Earnings(loss) applicable to convertible stares iinet a ie ince mee eterna erie tnete nr te ee 


Earnings (loss) per convertible share (note 8, page 19): 
Before extraordinary item 


For the year 


CONSOLIDATED STATEMENT OF RETAINED EARNINGS 


Retained earnings, beginning of year 
Earnings (loss) for the year 


Dividends: 


Convertible shares (50¢ per share in 1977; $1 per share in 1976) 
Preference shares 


(See notes to consolidated financial statements) 


STATEMENT 2 


1977 
(000’s) 


$ 381,684 


288,943 
22,686 
13,808 
31,239 
18,518 


375,194 
6,490 


22,247 
9,726 
3,844 

35,817 
(29,327) 


7,298 
(7,240) 

58 
(29,385) 

5,789 
(23,596) 


1,692 


$ 235,465 
(8,985) 
226,480 


(2,482) 
(1,692) 
$ 222,306 


1976 
(000's) 


$ 483,480 


353,995 
22,695 
16,427 
33,034 


426,151 
57,329 


20,125 
8,325 
3,769 


32,219 
25,110 


5,390 
2,049 


7,439 
17,671 
4,757 
22,428 
ij20 
14,703 


14,703 


$ 225,724 
14,703 


240,427 
(4,962) 


$ 235,465 


Sources of working capital (funds): 


From operations, being — 
Earnings (loss) for the year before extraordinary it€M .........0cccccccccccceeeeeesececeeesssnseeese 


Add (deduct) items entering into the determination of earnings which neither use nor 


provide funds: 
De PleGlallomand Gdepletionymmmner. iuarcauctucestneecau tact alc tM ie RUlau sour ee, eree ere HE Mera aan 
Development and preproduction expenditures written Off .........c ce eeerenseeneeees 
ANTIDOMUIZATOMLON CEMMEXPEMSES ia an uMtOiuiile Lid ke aden. acai el Ue ait Cites lta aee eft Ba 
INCOMeRA GAT MIMNGNAXCS GEfeMmec ay nUe ele i an Raat Cua BRO a aera eae 
Minority shareholders’ interest in earnings of subsidiary companies ................0008 
ea ONC IS EMI Sell ON KC ASSES jeduviiialawe: des isuy dons essaadusbaua sw ctkwasatenrecars Pom ENA aAae a senaNeED 
Loss (gain) on disposal and write-off of InveStMeNts ............cccce cee ce se eeeececceeaenseesees 
Interest in earnings of companies accounted for on an equity basis in excess of 
CUIVIGENUSITCGCIVEC Reni nee che ize ueubhe a Desay. S20) bu) oets ie NU o1d oe eect eae RUE cae 


SO Tea KONO DC HAUO MIS imme entry berets Mo aah aude tag tala Wee tgs auatlen ee Rae a stant Rae SU 
Decrease Gncreaseyin OtnenmnOn=CuUnrentiaSSetS <0. eka Ue eae ee cau bane lieu seaaeey 
FPrOCCCOSHOMIGISDOSAlLOMMNVESTMENUIS an alhdiude ides alosebualeUlsun Sucsuls daeueeseeaueeem meee te rec cee nau dee 
EOCCCES MTOM SPOSalTONmIXeGaSSOtTSce mua uaasaacubs ier. tulwusemaee lectoade me emeatisiece eran tuRaH er Eee 
SUNS Ane stacCUInOGheamGhCISPOSEG Of Midanuterurecuusaaluctiek Autos: a eklemerte) oben see Uma atea eos Nee 
Issue of convertible shafés-stock Options EXerciSed ...,. 6.0... ...cesccensesececueaseanenececcuuacseasens 


Bank loans 


Applications of working capital: 


PTOOSIy Diallt aad SQLUIPIMENL CXDENGITUlES: 110. eusssenbapusnsdinrse ommupiensWatunvanoyaream nad sl wy dserasie 
Bevelopmentiand PrEDTOGUCUOMIEXPENGITUTE Ss eee ee ee aL lisa ai bivarptubiecteslseifuldeltinigae 
Bividena payments iOCONVeNiDle Shareholders ccc. 5 Jc Lous pect avon spmmelsmomonmnusratensitliedlaneniedag 
Dividend payments to preference Shareholders. ..s....)....cpecscsdesucueensasbtensnatannadseuumpiaeljide 
Dividends paid to, and other changes in, minority interest ......... cece eeeeeeeeeeeeee 


Increase in 


investment in associated and other COMPANIES ............cccceccceceeeeeeeeeeeeeean ees 


WISETO ASE IMOMOATENI COD Ere nile icvace seuciodeasdiact niiskol uduasnk tena wa Ss gabachehaduemaad eapmanbe <penunde Bnei 


Increase (decrease) in working capital during the year... eee 


Changes in components of working capital: 


Increase (decrease) in current assets — 
Gash and EMOOLary INVESLMENLS i oadaeantl heshowse ts uetabn umn coph toh Lithpnbheiahiaitanyonsedmean tees 
ACCOUNIS and Metal SEHIEMENTS MECEIVADIS sania ltey RAGA Tienes COUURUULMig Maa nan tlle ceistet fac 
I AVETALOIO Shc cre tet sce cn ITAN ues aT etarin OHI BUH IMT ie Pri HAH: ae MIA AG LES ALA AUP oe hate ef 


Increase (decrease) in current liabilities — 
BaiNGeEDtSdneSSiciite brauMiMMvheS RONG tenor etcalineR UGUPLeRn MMe nUMUyS EER En Ube e MOR MR DER Stine 
Long-term debt maturing Within OMG VEar ciiacsiuberuredsudieeeevaeanevbachuiiteedaediu demneade amp sit 
TPS TCU nreratiliabo HSS pH ARNE ate cee Aaa ry csc ane URNS MSL Lit Pia et HAA eR eH D\ Neate (etiaae atin euligea lt 


Increase (decrease) in working Capital during the YEP .......... i ceeecescetneeeetsteeetetereate renee edneees 
Working capital, 
Working capital, 


DOQIninGuOl WOE co. ts..cuaemlnnsbw cd mruicinkannc sound otlneuten stccdbnanhpeNandanennadaorscices 
GNC IO. VEAM Woes maee fulehnn, pon eeeetcee neu rotew fete ev GRRE Pout any Fan Wass unalialtapinnad Rains eats bze be 


(See notes to consolidated financial statements) 


CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED DECEMBER 31, 1977 


Ai. 


STATEMENT 3 
1977 1976 
(000’s) (000’s) 
$ (29,223) $ 14,703 
33,899 33,034 
13,983 16,427 
269 270 
(7,209) 1,818 
5,627 7,725 
(1,287) (2,065) 
(78) 80 
(3,270) (2,473) 
12,711 69,519 
774 (307) 
28,135 341 
2,853 6,064 
94 
37 75 
79,418 
75,000 
198,928 75,786 
61,387 27,210 
20,314 23,042 
2,482 4,962 
1,692 
973 1,136 
13 49 
11,739 31,406 
98,600 87,805 
$ 100,328  $ (12,019) 
$ 72,265 $ (21,585) 
(39,879) 42,541 
87,402 (32,244) 
119,788 (11,288) 
1,554 4,630 
(17,518) 13,446 
35,424 (17,345) 
19,460 731 
100,328 (12,019) 
152,083 164,102 
$ 252,411 $ 152,083 
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FALCONBRIDGE NICKEL MINES LIMITED 
: 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
DECEMBER 31, 1977 


1. Accounting policies 
The principal accounting policies followed by Falconbridge and its subsidiary companies are detailed under the caption 
“Accounting policies’ on page 13. 


2. Extraordinary item 

The public offer made by Canadian Superior Oil Ltd. to purchase any or all of the capital stock of Alminex Limited at a 
price of 1/13 of acommon share of Canadian Superior and $7.00 cash for each share of Alminex was accepted by the 
Company. On December 30, 1977, the Company received 294,143 shares of Canadian Superior (with a market value of 
$17,465,000) and $26,767,000 for its 3,823,871 Alminex shares. The transaction resulted in a gain of $20,238,000 (net 
of taxes of $5,706,000). 

At December 31, 1977, The Superior Oil Company of Houston is the beneficial owner of 50.9% of the outstanding 
shares of Canadian Superior Oil Ltd. and 36.2% of the outstanding shares of McIntyre Mines Limited. McIntyre is the 
largest single shareholder of Falconbridge (owning 36.9% of the outstanding convertible shares). 


3. Non-recurring charges 

Non-recurring charges include the following: 

(a) Unfavourable price adjustments of $7,958,000 granted in 1977 in respect of the revenues recorded in 1976; 

(b) Costs, totalling $3,991,000, associated with certain of the Company’s mining projects which it is considered are 
not now recoverable; and shutdown costs and the residual asset values associated with the Company’s Manibridge 
mine which was closed on April 21, 1977; and 

(c) Expenditures of $6,569,000 related to the reduction of production at Sudbury and at a consolidated subsidiary’s 
ferronickel operations in the Dominican Republic. These comprise costs of placing certain properties on a standby 
basis (see note 9(b), page 19) as well as related employee severance payments. 


4. Depreciation, depletion, development and preproduction write-offs 
During 1977 the Company completed a detailed study of the estimated remaining useful lives of certain property, plant 
and equipment and related preproduction and development costs. As a result of the study the write-off rates were 
adjusted on July 1, 1977 to reflect the revised estimates of the economic lives of the assets. This change has reduced 
depreciation, depletion, development and preproduction write-offs during the last six months of 1977 by $3,538,000. 


5. Foreign exchange translation 

(a) If translated into Canadian doliars at quoted rates of exchange at December 30, 1977 long-term debt would 
increase by $15,228,000 to $306,622,000. This change is not necessarily indicative of the amount which will be 
repayable when the obligations are retired. 

(b) Realized exchange gains on foreign currency transactions amounting to $1,298,000 in 1977 (1976 losses — 
$264,000) have been recorded in earnings; unrealized gains on translation of foreign subsidiaries’ financial 
statements for consolidation purposes, amounting to $6,304,000 at December 31, 1977 (1976 — $1,994,000), 
have been deferred and included in accounts payable and accrued charges. 


6. Retirement plans 

The Company and certain of its Canadian subsidiaries maintain retirement plans providing retirement, death and 
termination benefits for substantially all salaried and hourly rated employees. 

Total pension expense for the year was $11,318,000 (1976 — $9,161,000) including past service costs of $5,555,000 
(1976 — $4,526,000). Based on the most recent actuarial evaluation, the unfunded past service costs for all pension 
plans in effect at December 31, 1977 are approximately $37,500,000 (1976 — $32,500,000) including $21,500,000 
(1976 — $19,000,000) which is computed to have vested. While the companies have no legal liability with regard to the 
past service cost, including that portion which has vested, the companies present intention is to discharge such 
unfunded past service costs over periods of up to 15 years. 


7. Income and mining taxes 


Certain amortization, depreciation and other expenditures of approximately $29,000,000 recorded in the Company’s 
accounts, but not claimed for tax purposes, are available to reduce taxable incomes of future years. In addition, losses 
aggregating $3,500,000 can be carried forward to reduce the Company's taxable incomes in the years up to 1982. 
The difference between the amount of reported consolidated income and mining tax expense (credit) and the amount 
computed by multiplying the loss before tax by the Company's applicable tax rates in 1977 is as follows — 


Canadian taxes 
Federal and Provincial 


provincial mining Foreign 
income taxes taxes taxes Total 
(000's) (000's) (000's) (000's) 
Applicable earnings (loss) before taxes ..........cccececcccceeesssseceeeeee $(33,780) $(33,780) $ 4,453 $(29,327) 
Dye ORG ICCA ed Aare RR ee FE UR eR 48% 13%* 48% 
Earnings (loss) before taxes multiplied by tax rate oo... $(16,214) $ (4,391) $ 2,137 
akea i eDOUeG IM ACCOUNES uiiont olen iimecnntinpaaaluial PMU IEUL IDR (1,641) 135 I OGA Win 58 


Increase (decrease) to be reconciled 


Reconciliation — 
(1) Non-claimable expenses 


SAREE A NR Ase 2 On aaa aL > 14,573' '$ 4,526 $ | (673) 


{i ANE Mei aie RIL aa er eee at iC > 1970 $ 31473 S$ 832 


TENOR TeXEDIC TOSSES eee eee ee Uweke beleollila 1,064 

(3) Resource, depletion, processing and inventory allowances (4,212) (467) 

(4) Adjustments to current tax rateS ....... ccc cccceeeeessceesenenteees 456 (1,405) 
(5) Unrecorded deferred tax debit oii. cissecccssssendosscecueeets AAS) 


$ 14,573) $4,926 9S") (673) 


* Average rate of accumulation of Company’s deferred tax credits. 
Falconbridge Dominicana, C. por A. (Falcondo), a subsidiary company, has received income tax assessments for the 
1972 and 1973 fiscal years approximating Cdn. $5,256,000. Falcondo is presently appealing these assessments and, 


based on counsel’s opinion, the Company has not provided for and believes that there will be no material adjustments 
required to the consolidated accounts. 


. Earnings (loss) per convertible share 

Earnings (loss) per convertible share have been computed using the weighted average number of shares outstanding 
(excluding shares held by subsidiary companies). Inclusion in the earnings (loss) per share computation of shares 
subject to issue under outstanding options would produce substantially the same results. 

The preference shareholders’ prior claims on earnings have been deducted for purposes of this calculation. 


. Property, plant and equipment 

(a) All property, plant and equipment and related deferred development and preproduction expenditures are recorded 
at cost and include, where appropriate, the unamortized difference between Falconbridge’s interest in the book 
value of the net assets of its subsidiaries and the carrying value of Falconbridge’s investment. 

(b) As aresult of production curtailments, in the Integrated nickel operations, and further planned cutbacks for early in 
1978, property, plant and equipment and the related preproduction and development expenditures, with a net 
aggregate carrying value of approximately $65,000,000, will be placed on a standby basis. The Company is 
confident that, with proper care and maintenance during the standby period, the productive capacity of these 
assets will not be impaired. 


(c) Non-producing assets do not include the assets placed on a standby basis (referred to in note (b) above) but 
include the following: 


Company and project 1977 1976 
(000’s) (000’s) 
Falconbridge Nickel Mines Limited — 
BRAG RO AI TRIG AL) st arte cect ea tac crete valcs ts bpd eamrns lear ena tani vetltve yep ELAM RaER $ 59,481 
Smelter environmental improvement project — 
sya ol ELST an (PAT pe teg Spl tat sgh ean Repu ERE ROME EDI CHL SHRM TEES Ue EMURHL MA ih a a $ 51,824 24,790 
PAC DIS THCH Y aasten ee tystdn Meceysutty aie GUMcH UL S HUAN kiTabh OU a pM MGDIOL RE UIE aa ataurenae 14,153 6,961 
FASO RUTHIN Chl) st tunacoerctr ance Backueae aca situadlauudlidehta pa cual MOIRA UEAMuatDyMbemauMles see 16,350 7,961 
DENSE OT OME CUS CIN) ran a uenbstueh aratclua sulbabAtnp sic eateed tia amtven shawls cual HUNNRUB Coa 6,615 5,884 
Falconbridge Copper Limited — 
COOK ENTE CIVic liven caveunatartlonne yobieaccetneas UennNHK pen eae Renalalen RU Mnahh LLM EMail 7,319 
COTES IMIIMON CH eshylulicsstueRH ARUN SACU Git telHeev eb aCe MUELLER Rab eka Wal Le 12,251 7,118 
Falconbridge Nikkelverk Aktieselskap — 
PFOCESS TEVISION: DCOG FAN (Il) Sesenctecasessee vm a-Mnc wt inten HebealeNe Ne eaitoaclaleph oN Uysal 6,060 5,532 
New Quebec Raglan Mines Limited — 
Subsidiary’s Cape Smith-Wakeham Bay properties (iV) wo... cee 33,983 33,841 
Other subsidiary companies: Projects (AN) jee cise obneetkovansmnusancessauablenese 9,120 8,767 
$ 150,356 $ 167,654 


(i) In commercial production in 1977, reclassified from non-producing to appropriate producing assets balance 
sheet classifications. 
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(ii) 
(iii) 


(iv) 


In the preproduction stage. 

Includes the costs related to certain projects upon which further work has been suspended pending a more 
favourable economic climate. The Company believes there is reasonable expectation that these costs will be 
recovered. 

Exploration, development and other expenditures relating to New Quebec Raglan Mines Limited (a 68.3% 
owned subsidiary) and its wholly-owned subsidiary company, Raglan Quebec Mines Limited, incurred in the 
development of the latter company’s Cape Smith-Wakeham Bay properties. 


Development work on these properties was suspended in 1971. Feasibility studies continued through 1977 
and indicate that recovery of these costs through future mining operations is dependent upon (a) substantial 
increases in the present world nickel prices; (b) the ability to raise sufficient capital financing; (c) the successful 
development of an economic mining operation; (d) marketing of production; and (e) maintaining the permits 
and licences in good standing. 


Because of the world’s current over-supply of nickel it cannot be predicted with certainty when the 
expenditures on the properties will be recovered by charges against income from future mining operations. 


10. Long-term debt 1977 1976 
A. Details of long-term debt are as follows: RAAT TIARAS 
000 
(i) Falconbridge Nickel Mines Limited ( s) Coe 

7.75% Sinking fund debentures maturing February, 1991 (a) ....... $ 47,500 $ 48,750 
8.85% Sinking fund debentures maturing May, 1996 (U.S. $50,000,000) (b) 51,094 51,094 
Bank loan due August 31, 1982 (8.75% at December 31, 1977) (c) ........... 75,900 
Mortgages on Company housing and other obligations ....................cccee 110 408 
Total (1977 net of $1,253,000 maturing within one year) ........ccccecceeeteeeeees $ 174,604 $ 100,252 


(ii) 


(a) The Company is required to make sinking fund payments sufficient to 
retire $1,250,000 principal amount of the 7.75% debentures in each of 
the years 1978 to 1990. 


(b) No portion of the principal is due on the 8.85% debentures until 1981 
when the Company is required to commence sinking fund payments 
sufficient to retire U.S. $3,000,000 principal amount of debentures in 
each of the years 1981 to 1995. 


(c) The bank loan is part of a line of credit of $80,000,000 extended by a 
Canadian bank. Interest is payable monthly at the rate of % of 1% over 
the bank’s minimum commercial lending rate as may be established from 
time to time during the term of the loan. If in the opinion of the bank there 
is any material adverse change in the Company’s operations or financial 
position the $75,900,000 outstanding loan may, at the option of the 
bank, become immediately due and payable. 

Falconbridge Dominicana, C. por A. 


(a) Due to Loma Corporation* (payable in U.S. currency) — 


8% Series |B demand montgagel MOtes is te4 cuune-readss usb op maa aUalnE RD$ 10,250 
82% Series C demand mortgage NOTES .2/.5:s.uiisdeeteslddebegeveretenbedueaaenes RD$ 68,570 76,190 
82% Series D demand subordinate Notes ...........:ceceseeesseeseeeneeeeneeeees 34,000 34,000 

102,570 120,440 


* Payment will only be demanded in certain circumstances, the 
most significant being to meet payment due on notes of Loma 
Corporation (a U.S. financing company) issued in the same 
principal amounts and at the same interest rates as the above 
demand notes, as follows: 


8%% Series C secured sinking fund notes, due semi- 
annually to 1986; and 


82% Series D guaranteed sinking fund notes, due semi- 
annually 1987 to 1991 inclusive. 


(b) Due to International Bank for Reconstruction and Development — 
7% Loans, due semi-annually to 1984, payable in various currencies .. IRR} 6) 20,411 
122,326 140,851 
(c) Company housing — 
9%% Mortgages on company housing repayable monthly to 1993, in 


Dominican: Republic currency eeu a ean tee 2 1ol 2,210 

124,463 143,061 

Less long-term debt maturing within One year vo... ccecescccsseccsceesccsseecsersseee 10,522 20,494 
Total — Expressed in Dominican Republic Currency ...c..cccccccscseceeeeceseceeseees RD$ 113,941 RD$ 122,567 


Total — Expressed in Canadian currency and reflecting Canadian accounting 
principles (1977 net of $11,511,000 maturing within one year) ............ $ 113,050 $ 123,193 
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(ill) Other companies 
Total (1977 net of $488,000 maturing within one year) ........cceeeeeeeeeeeeeee $ 3,740 $ 270 


(iv) Maturities and sinking fund requirements 
Maturities and sinking fund requirements (exclusive, other than in 1978, of foreign exchange adjustments) for 
the next five years are as follows: 
1978 — $13,252,000 1981 — $15,370,000 
1979 — $12,300,000 1982 — $91,393,000 
1980 — $12,249,000 


B. Guarantees, covenants and restrictions: 


(i) Falconbridge has guaranteed portions of the long-term debt of Falconbridge Dominicana, C. por A. 
(Falcondo), details of which are as follows — 


(a) All loans are secured by a first mortgage on the assets of Falcondo and by a contract under which 
Falconbridge Nickel Mines Limited has agreed to buy all ferronickel of commercial value produced by 
Falcondo. Falconbridge is also obligated to provide 60% of the funds required by Falcondo to enable it to 
meet its operating costs and debt service obligations in the event receipts from the sale of ferronickel 
produced by Falcondo and other receipts are insufficient for that purpose. The loans due to Loma 
Corporation are covered by a specific risk insurance issued by the Overseas Private Investment 
Corporation. 


(b) Falconbridge has pledged all of its holdings of its shares of Falcondo against repayment of these loans, 
except the mortgages on company housing and the subordinated portion of U.S. $34,000,000. In 
addition, Falconbridge has made a direct guarantee for repayment of 60% of this subordinated portion of 
the loan. 


(c) In accordance with the terms of the loan agreements, funds of $10,204,000 (1976 — $20,608,000) 
(included with cash and temporary investments) are on deposit with the Trustee for use in paying current 
debt service and operating expenses of Falcondo. 


(ji) During the period that the Falcondo loans are outstanding, there are certain restrictions placed on the amount 
and nature of borrowing that Falconbridge can undertake. Covenants given by Falconbridge in this respect are 
substantially the same (other than the restriction on the payment of dividends) as those given by Falconbridge 
under its 8.85% debentures which include limitations as to: 


(a) The amount of dividends which may be paid by Falconbridge (see (iii) below); 
(b) The assumption of additional long-term debt; and 
(c) Guarantees which it may give on certain indebtedness of its subsidiary and other companies. 


(iii) At December 31, 1977, the portion of retained earnings restricted under the 8.85% debenture covenants and 
not available for dividend payment was $101,122,000. 


11. Capital 


On April 12, 1977 at the Annual and General Meeting, shareholders authorized an amendment of the Articles of the 
Company by redesignating the then existing 7,000,000 common, issued and unissued, shares without par value as 
Class A convertible shares without par value, and by increasing the capital of the Company through creation of 1,000 
Class B convertible shares without par value and 1,000 common shares. Accordingly, the holders of the common 
shares became holders of an equal number of Class A convertible shares without par value on April 13, 1977. Class A 
and Class B shares are inter-convertible at any time and are similar in all respects, including dividend rights, except that 
dividends on Class B shares may be declared payable out of either or both ‘‘tax-paid undistributed surplus on hand”’ or 
‘4971 capital suplus on hand” as defined in the Income Tax Act of Canada. A recent amendment to the Tax Act has the 
effect of prohibiting payments from these accounts after December 31, 1978. 


Onconversion of Class A shares to Class B shares, the number of authorized Class B shares is increased by the number 
of Class A shares converted and the number of authorized Class A shares is decreased to the same extent. Similarly, on 
conversion of Class B shares to Class A shares, the number of authorized Class A shares is increased by the number of 
Class B shares converted and the number of authorized Class B shares is decreased to the same extent. In this way 
there will always be authorized capital to provide for conversion. At December 31, 1977 there were 5,010,055 
convertible shares issued and outstanding comprised of 4,858,519 Class A shares and 151,536 Class B shares. 


During 1977, 1,500 convertible shares were issued under the stock option plan available to employees. Options on 
15,960 convertible shares, expiring December 19, 1978, remain outstanding. The price for which share options 
outstanding may be issued is $25.00 per share and loans may be granted to assist employees in the purchase of shares 
under options 
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12. 


13. 


14. 


In August, 1977, the Company issued its 3,000,000 authorized Variable Rate Cumulative Redeemable Preference 
Shares, Series ‘‘A’’, with a par value of $25.00 each to a Canadian chartered bank for $75,000,000. The preference 
shares must be redeemed in August 1984 or may be redeemed earlier at the Company’s option upon giving 30 days 
notice; and have a cumulative variable rate dividend. The dividend rate is calculated on a quarterly basis, equal to half 
the bank’s prime rate plus 1.5 per cent; and the rate was 5.625 per cent at December 31, 1977. 


Commitments and contingent liabilities 


(a) The Company is committed to an environmental improvement project involving major revisions to its smelting 
facilities at its Sudbury operations. This project, the cost of which was estimated in 1974 at $95,000,000, is 
expected to come on stream in April 1978 at a cost now estimated at $83,000,000 (of which $65,977,000 has been 
expended to December 31, 1977). 


(b) There are commitments outstanding aggregating approximately $9,000,000 in connection with the smelter 
environmental improvement project and other capital expenditures of the Company and its subsidiaries. 


(c) The following directives from the Ontario Government are under continuing study and discussion with government 
Officials: 


(i) Construction of Canadian refining facilities; 


(ii) Exemption, until December 31, 1979, from a requirement to process in Canada ores mined from certain 
properties of the Company in Ontario, such exemption being limited to the quantity of nickel-copper matte 
capable of producing not more than 85,000,000 pounds of nickel; 


(iii) The deferral for a period of five years, which commenced April 9, 1974, of the disallowance of the deduction of 
the cost of processing minerals outside of Canada (specifically the operating costs of the Company's refinery 
in Norway) in determining profit subject to Ontario Mining Tax; and 


(iv) Additional environmental controls related to smelter emissions and waste management at the Sudbury 
operations. 


Pending completion of such discussions, it is not practicable to estimate the potential costs arising from these 
directives. 


(d) In September, 1976, a court-appointed referee awarded termination pay, substantially in excess of that already 
paid by the Company, to employees who were laid off at Sudbury operations in late 1975. No provision has been 
made in the accounts for the award, estimated at $960,000, since an application for a judicial review of the 
referee’s decision has been made and remained outstanding at year-end. 


(e) During 1977 accounts receivable were either sold without recourse or discounted with recourse. The cost, which 
was Charged against earnings at the date of discounting, amounted to $3,185,000. At December 31, 1977, the 
Company has a contingent liability of U.S. $30,943,000 in respect of discounted bills of exchange drawn on its 
accounts receivable. 


Remuneration of directors and senior officers 


Charges included in the consolidated statement of earnings for remuneration paid or payable to directors and senior 
officers, as defined under the Business Corporations Act of Ontario, amounted to $1,344,000 (1976 — $1,332,000). 


Anti-inflation program 


Effective October 14,1975 the Federal Government passed the Anti-Inflation Act and subsequently issued Regulations 
which are to be phased out at various dates to December 31, 1978. Under this legislation the Company and its 
Canadian subsidiaries are subject to mandatory compliance with controls on prices, profit margins, employee 
compensation and shareholder dividends. The Company believes that it was in compliance with these controls. 


Under the Regulations, dividends to the Company's convertible shareholders during the year ending October 13, 1978 
may not exceed $2.29 per share. 
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STATEMENT OF INVESTMENT IN ASSOCIATED AND OTHER COMPANIES 


Shares of 
common 
stock _ 
December 31, 1977: 
Akaitcho Yellowknife Gold Mines Limited ........ 1,198,230 
CanadiaM SuoenOn Outer ew anwonl MLL 294,143 
Dickstone Copper Mines Ltd. .....0.....cceeeees OMe 
Dunraine Mines Limited ......00...cccceccccceeeceeeeeees 1,068,558 
Giant Yellowknife Mines Limited .............0000000.. 824,413 
MIGINtyTS MINES LIMITE ool ied. d.dseseeahcoe csuges tun. 175,825 
One eupenon On Company oils 14,000 
Thompson-Lundmark Gold Mines Limited ....... 600,000 
United Keno Hill Mines Limited .............00.00cc.. 1,195,989 
Suinel Celie Le eee Nn ae 
Investments with no quoted market value — 
Western Platinum Limited .............00cc ee 2,500,001 
WUVECUICOMDAMESIM eae Rint pal LL Mul TAY. 
December 31, 1976: 
Akaitcho Yellowknife Gold Mines Limited ........ 1/198,230 
Alminex Limited (note 3) fi. 3,823,871 
Asamera Oil Corporation Ltd. «00.0.0... 112,620 
Dickstone Copper Mines Ltd. ..............cc ee See 
Dunraine Mines Limited .............cccceceeeeeeeeee eee 1,068,558 
Giant Yellowknife Mines Limited ..................... 824,413 
NICI IVE MIMES EMMTILCG eee eee ee 175,825 
TE SUDETION OM COMPANY oo iclilsisnmmesnedsenssns cues 14,000 
Thompson-Lundmark Gold Mines Limited ....... 600,000 
United Keno Hill Mines Limited .................08. 1,195,989 
WINEHCOMDANICS co eee eet ea 
Investments with no quoted market value — 
Western Platinum Limited .............00:::ee 2,500,001 


OPEMECOMPDANICSitbat mame tener dduiemesaneeoesils 


Shares 
Market 
Beneficial value 
interest (note 1) 
(000's) 
S67 Pa) no mln GS 
‘shite! 17,465 
PATA es 67 
48.6 64 
19.2 8,557 
ve 4,506 
0.3 3,570 
12.0 174 
48.4 10,022 
66 
$ 45,869 
25.0 


SOL 90 | Dulin 


49.9 28,679 
ie 1,323 
atic 243 
48.6 48 
aS i STAT A 
ie 5,363 
0.3 3,304 
12.0 288 
48.4 7,923 
97 
> 93,818 

25.0 
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STATEMENT 4 
Carrying value 
Bonds Contribution 
Shares notes and to 
(note 2) advances earnings 
(000’s) (000's) (000's) 
$ 232 $ 60 
17,465 
59 $ 73 
3,799 124 
OMS 176 
Sails} 28 
SHAVE 
7,279 1,168 
42,504 TES 1,556 
6,214 5,224 
345 30 379 
$ 49,063 $ 5,327 $ 1,935 
$ 54,390 (note 4) 
$ 232 $ 60 
15,469 3,424 
TORAS! 29 
21 
59 $ 63 
3,799 82 
10,175 176 
3,118 Zo 
HiT 
6,829 841 
Ail 25 18 
41,156 63 4,676 
6,214 5,224 
529 34 161 
$ 47,899 $ole2i $ 4,837 
$ 53,220 


Notes: 1. The market values shown are based on Canadian and U.S. stock exchanges’ closing bid prices on December 30, 
1977 and December 31, 1976. Because of the number of shares involved the amounts that could be realized if these 
securities were to be sold may be more or less than their indicated market value. 


2. The carrying value represents the cost of the investments less amounts written off, and also reflects the interest in 
earnings (losses) of Alminex Limited, United Keno Hill Mines Limited and certain of the ‘‘Other companies” which are 


accounted for on an equity basis. 


3. See note 2, page 18, of the notes to consolidated financial statements. 


4. In addition to the amounts shown, $3,776,000 was contributed to earnings from the investment in Alminex 
Limited which was disposed of during 1977 (see note 2, page 18, of the notes to consolidated financial statements). 
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STATEMENT OF SUPPLEMENTARY INFORMATION (Thousands of dollars) 


Integrated 
nickel Unallocated 
operations corporate 
% ownership (100%) (100%) 
, (note 2) (note 2) 
OPERATIONS (note 3): 
REVENUES isu canoe AU Sas aee aT Ratna eet $118,867 $ 1,892 
Operating expenses — 
Costs other than the undermentioned items 92,004 
Selling, general and administrative expenses 10,473 3/005 
Development and preproduction 
expenditures written Off ............. 7,306 
Depreciation and depletion .............0..0008 13,869 530 
NOM=reCUNTINnG Changes icueseeerasesieaumeneoeeleees 10,912 7,221 
134,564 11,326 
Operating jorofit'(lOSs)\ceseuaeascc erent eee ea (15,697) (9,434) 
Interest and amortization of debt expenses 
(Ay) MORN LEEPER rniieenirse An taal outs ee 6,546 3,265 
Expenditures On exploration ........:ccescrereceeres 2,979 4,086 
Expenditures on reséarch and process 
GEVEIOPMENT iiinncvess sane saenataetensceen eOaeme Ree a une 3,784 
13,309 G3oi 
Earnings (loss) before taxes and investment 
INCOME CHET) ca)saceaese Screed ees ee ee (29,006) (16,785) 
Income and Mining) taX€S: <...c).esaseesscevcreseecands (7,377) 18 
Earnings (loss) from operations ....:.......c0c (21,629) (16,803) 
Investment INCOME (Net) «.........cccccceesccceee sees eens 5,444 


Earnings (loss) for the year before other items $ (21,629) $ (11,359) 


Falconbridge's interest in above earnings 
(loss) after consolidation adjustments 


(MOTELS) Hic ee Soa SIL ett a aaa Ee $) (21,629) Gil 359) 
WORKING CAPITAL (note 4): 
GUIFENT ASSETS ee ee Ue ey Hai e.My an aL $ 257,982 
GUurrent liabilities eee ero naa ETO eaten ete 86,824 
Sal TltSs 


PROPERTY, PLANT AND EQUIPMENT (note 5): 
Producing assets, at net book value — 


Rlafiiandsequipment ic irmecmtenstsee venue $ 68,890 
Landand properties tate sean ie taaaned 3,965 
Development and preproduction 
EXDENCITUNES i ailns tie ated Rl ieee yn eet 51,068 
$ 123,923 
Non-producing assets, at cost less amounts 
WRITEEI OFT PS cet ae Alien sateen oH eee alta aatiaa N $ 96,397 
PRINGIPAEZERODU Gils. acme emien eaetnn teeaer Nickel 
and 
copper 
PRINCIPAL LOCATION OF ASSETS ...........0000.- Ontario 
and 
Norway 


MARKET VALUE OF FALCONBRIDGE'S 
SHAREHOLDINGS (note 6) 


(See notes to statement of supplementary information) 


Falconbridge 
Copper 
Limited 
(50.2%) 


$ 107,455 


85,180 
624 


3,736 
4,548 


94,088 
13,367 


(996) 
1,463 


en 
12,900 


5,304 
7,596 
14 


$ 7,610 
Dee ailks 


$ 42,129 
9,433 


$32,696 


$7 G18 
1,062 
8,520 
$ 17,300 


$12,251 


Copper 
and 
zinc 


Quebec 
and 
Ontario 


$30,921 


December 31, 1977 


Falconbridge 
Dominicana, 
C. por A. 


(65.7%) 
(note 3) 


$ 98,962 


65,980 
2,913 


2,851 
7,414 
385 


79,543 


19,419 


12,785 
75 


12,860 


6,559 
1,862 


4,697 


$4,697 


$__ 2,788 


$ 64,778 
ines 


$ 42,785 


$ 96,036 
USM 


33,895 
$ 131,902 


Ferronickel 


Dominican 
Republic 


Indusmin 
Limited 


(69.0%) 
$ 42,442 


31,279 
4,774 


24 
2,943 


__ 38,620 
3,822 


691 
25 


103 
819 


3,003 
1,004 


1,999 
f2 


Dou, OM 
Di laZon 


$ 16,456 
10,840 


Pinel 


$ 18,075 
961 
464 
$ 19,500 


$ 643 


Industrial 
minerals and 
metal castings 


Ontario 
and 
Quebec 


$ 8,161 


Oamites 
Mining 
Company 
(Proprietary) 
Limited 
(74.9%) 


$ 10,494 
9,005 
1,139 


116 
944 


11,204 
(710) 


(17) 


(17) 
(693) 


(244) 
(449) 


$ (449) 
$_ 636) 


$ 4,035 
2,652 


$1,383 


$ 5,022 
129 


608 
$5,759 


Copper 


South- 
West 
Africa 


Wesfrob_ | 
Mines 
Limited 
(100%) 


$ (2,211, 


$ 5,369 
3,270 


S02, 08m 


Iron 

and 
copper | 
British — 
Columbia. 


Consolidated 
Others total 
(after 
adjustments) 
(note 3) 
986 $381,684 
563 288,943 
782 22,686 
13,808 
45 31,239 
18,518 
| 1,390 375,194 
(404) 6,490 
(36) 22,247 
543 9,726 
: 3,844 
507 35,817 
(911) (29,327) 
45 58 
(956) (29,385) 
342 
(614) $ (23,596) 
(640) $ (29,223) 
1,163 $372,379 
353 119,968 
810 $252,411 
386 $200,182 
2 8,090 
96,496 
388 $304,768 
41,065 $150,356 
12,701 


$ 51,783 


December 31, 1976 


Integrated 
nickel Unallocated 
operations corporate 
(100%) (100%) 
(note 2) (note 2) 
$210,341 $1) 2,161 
162,687 
10,496 3,443 
9,430 
14,298 596 
196,911 4,039 
13,430 (1,878) 
4,675 1,929 
Pa WAG, lied 
3,878 
10,723 5,646 
PR TMOMTE (7,524) 
(2,020) (1,436) 
4,727 (6,088) 
4,636 
$ 4,727 $ (1,452) 
SOMA ere pie (402) 
$ 159,470 
77,009 
$ 82,461 
$02 ;o00 
4,220 
12,748 
$ 69,304 
$ 112,099 
Nickel 
and 
copper 
Ontario, 
Manitoba 
and Norway 


Oamites 


STATEMENT 5 


Falconbridge Falconbridge Aes Wesfrob 
Copper Dominicana, Indusmin (Proprietary) Mines Consolidated 
Limited C. por A. Limited Limited Limited Others total 
(50.2%) (65.7%) (69.0%) (74.9%) (100%) (after 
(note 3) adjustments) 
(note 3) 
SIBS163)) $1116 ;288'" $ 38,8300) S) 10060) $7 12;056010$ 853 $ 483,480 
71,498 71,024 PATA Pols) 7,796 9,907 931 353,995 
618 4,197 4,092 958 162 169 22,695 
Sis 2,851 25 ae 1,334 16,427 
5,338 YRS 8 2,370 896 695 169 33,034 
80,629 85,810 33,645 9,765 12,098 1,269 426,151 
8,534 30,478 5,186 295 (42) (416) 57,329 
(580) 13,583 689 (15) (155) 20,125 
1,338 219 aire 305 559 8,325 
Aus AM ah) (A A MN piss (|) fui ayy ll ial 2) pace RR 
758 13,802 706 (Gls) 305 404 32,219 
7,776 16,676 4,480 310 (347) (820) 25,110 
2,947 5,915 1,524 ls 126 7,439 
4,829 AT 6 2,956 195 (347) (946) 17,671 
29 74 99 4,757 
DA 8O8 I SET VSS, 080 iS LOSS (347) § (847) $ 22,428 
$i) 1,637) $8,834) $2,019) $ 2S ue GED OSE (853) $ 14,703 
S20 OG io O8,96 iil SieiO,OOS) ion OO l rol mnoTOO i SP OPwinlE S25 2.591 
bob2 Si pote) 12,098 2,267 he2o 193 100,508 
S24 ANI WS B74 LOU Siy VOLIOw bana OA eS eis S621 Maui S4OS Moe OOS 
Se TOLZ2 Su ) OMPOS Tih to i209 mete) 4 OS ald tua 3 Olan 305 $188,945 
eShelf LIBLAV AO) 957 154 1 9,459 
4,405 36,242 488 Tes 2,207 56,813 
$ 16,985 $139,063 $116,744 $ 6372 $ 6443 $ 306 $255,217 
Copper Ferronickel Industrial Copper Iron 
and minerals and and 
zinc metal castings copper 
Quebec Dominican Ontario South- British 
and Republic and West Columbia 
Ontario Quebec Africa 
$ 38,244 So (tees) $ 14,263 $ 60,366 
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NOTES TO STATEMENT OF SUPPLEMENTARY INFORMATION 


| 
FALCONBRIDGE NICKEL MINES LIMITED 
: 
DECEMBER 31, 1977 : 


1. Translation of foreign currencies 


Foreign currency items have been translated into Canadian dollars as explained in note B of the accounting policies on 
page 13. 


2. Integrated nickel operations and Unallocated corporate 


Included under the caption ‘“‘Integrated nickel operations” are the accounts of the Company and all its wholly-owned 
subsidiaries engaged in the integrated operations of mining, milling, smelting, refining and marketing of nickel mainly 
derived from Canadian ore. The Integrated nickel’s production operations are interdependent and are carried on in 
Canada (mainly mining and reducing ore to matte at Sudbury) and in Norway (matte refining). The Marketing Division is 
structured to serve worldwide markets. That portion of the Company’s net corporate expenditures relating to the overall 
direction and management of other activities of the Falconbridge group of companies, dividend income and interest in 
the earnings of effectively controlled companies have been segregated under the caption ‘‘Unallocated corporate’’. It is 
not practical to segregate certain of the Integrated nickel operations and the Company's Corporate balance sheet 
items. 


3. Operations 


Adjustments have been made on consolidation as follows: 


(a) Amortization of purchase discrepancies 


Generally the difference between Falconbridge’s interest in the book value of the net assets of its operating 
subsidiaries and the carrying value of Falconbridge’s investment is amortized in each case over the lesser of (i) the 
estimated life of the subsidiary’s recoverable resources or (ii) a period of twenty-five years from the date of 
acquisition of the investment or the date the subsidiary commenced operations. 


(b) Falconbridge Dominicana, C. por A. (Falcondo) 


The ferronickel produced by Falcondo is purchased and marketed by Falconbridge. The earnings of Falcondo 
include profits on all ferronickel sold to Falconbridge, whereas consolidated earnings exclude the profits relating to 
inventories of ferronickel held by Falconbridge at December 31 for subsequent resale to customers. 


4. Working capital 


See note 10B, page 21, of the notes to consolidated financial statements for particulars of funds held in trust in respect 
of Falcondo. 


3. Property, plant and equipment 


See note 9, page 19, of the notes to consolidated financial statements. 


6. Market value of Falconbridge’s shareholdings 


The market values shown are based on Canadian stock exchanges’ closing bid prices on December 30, 1977 and 
December 31, 1976. Because of the number of shares held by Falconbridge (representing control of the companies 


concerned), the amounts that could be realized if these securities were to be sold may be more or less than their 
indicated market value. 


SUMMARY OF 1977 CONSOLIDATED RESULTS BY QUARTERS 
(Unaudited — 000’s omitted) 


Metal Sales (pounds): 


Integrated nickel operations — 
Nickel 


Falconbridge Nickel Mines Limited (note 1) — 
Ferronickel (sales to customers) ..............0.06. 


Earnings: 


Revenues from metals and other products ............. 
Interest, investment and other income ................... 


Costs other than the undermentioned .................... 
Depreciation, depletion, development and 
PFEDLOGLICUOMMWIINENM OM ease cncnesniehatensnectdosess «+ 
INORSKECUITIMG;GCHALCES esse eee Terme My EN nA ale 
Exploration, research and process development .... 
Interest and amortization of debt expenses ............ 
Incometandrmining jTaxesiilen wowed aia kek tullbual 
Minority interest in earnings of subsidiaries ........... 


Earnings (loss) for the period before extraordinary 


Earnings (lOSS) TON IME PErOG seule uuseh sak sl 
Dividend requirement on preference shares .......... 


Earnings (loss) applicable to convertible shares .... 


Earnings (loss) per convertible share: 
Before extraordinary itOM .......cceccecsssccsteseeestnee 


FOnitheHDe Olt iam iam cbar ame nual Ru NIE IE 


Earnings (loss) contributions (note 2): 


Alminex Himitedi (Mote iS ee sraaentnew Mea ta 
Falconbridge Copper Limited ........00.....cccceeeceees 
Falconbridge Dominicana, C. por A. .........0.ccccceees 
POUSHTA MARIE] enue eee AeMRUR IAEA a etd 
Oamites Mining Company (Proprietary) Limited ..... 
United Keno Hill Mines Limited (note 3) «0.0.0... 
Weshrobi Mines iimitediereesstanesesevadielhidecdesduerseere 


ROP SY sic se BURL DUR TR ART rH Oe EOL AE 


Integrated nickel operations, net of allocated 
COLOOLATEHEOSIS eae ertutes uma iu gas Us chal sagan 

Earnings (loss) for the period before extraordinary 
WET A) Sunt! aocbhet aces et atten a LEE Lake Se See ER 


Earnings (oss) On the POO eins lacbee maeete 
Dividend requirement on preference shares .......... 
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1977 

Three months ended 

March 31 June 30 Sept. 30 

(note 4) (note 4) 

10,146 9,735 3,364 
11,119 10,105 11,276 
SHSKE! 427 428 
22,927 23,294 23,485 
23,018 20,060 22,953 
13,841 14,047 8,455 
$111,531 $106,431 $ 70,808 
2,088 ee 3,455 
113,619 108,643 74,263 
83,660 82,344 64,778 
12,248 12,196 11,014 
675 4,366 

3,015 3,490 3,801 
5,943 6,724 7,114 
2,993 3,828 (547) 
2,952 (2,724) (16,128) 
2,952 (2,724) (16,128) 
LMT ARERR a Pa 
$2,952 $ (2,724) $ (16,757) 
(59C (55)¢ $ (3.37) 
59¢ (55)¢ $ (3.37) 

$ 947 § 957 $ 1,046 
1,508 500 (84 
2,201 2,473 (476) 
(53) 524 298 
123 (104) (180) 

178 182 510 
ih (587) (671) 
44 164 (83) 

5,079 4,109 360 
(822) (2,893) (5,226) 
4,257 1,216 (4,866) 
1,305) 3,940 11,262) 
2,952 (2,724) (16,128) 
2,952 (2,724) (16,128) 
629 
$2,952) $12,724) S016) 1757) 


Dec. 31 Year 1976 
8,802 32,047 80,176 
10,177 42,677 34,076 
306 1,494 2,079 
22,663 92,369 82,939 
23,001 89,032 73,430 
7,051 43,394 59,781 
$ 92,914 $381,684 $ 483,480 
4,008 11,763 9,051 
96,922 393,447 492,531 
80,847 311,629 376,690 
9,589 45,047 49,461 
13,477 18,518 
3,264 13,570 12,094 
8,440 28,221 24,419 
(6,216) 58 7,439 
844 5,627 7,725 
110,245 422,670 477,828 
(13,323) (29,223) 14,703 
ZO ZS RB ineO.co. ete 
6,915 (8,985) 14,703 
1,063 1,692 
$109,802 )) > (10,677) $ 14,703 
$ (2.90) $ (6.23) $ 2.96 
$ 1.18 $ (2.15) $ 2.96 
$ BZO on Monihe $ 3,424 
989 2,913 1,637 
(1,410) 2,788 8,834 
482 1,251 2,019 
(175) (336) 128 
298 1,168 841 
(1,084) (2,211) (337) 
(765) (640) 853) 
(839) 8,709 15,693 
(7,362) (16,303) (5,717) 
(8,201) (7,594) 9,976 
(5,122) (21,629) 4727 
(13,323) (29,223) 14,703 
20,238 20,238 
6,915 (8,985) 14,703 
1,063 1,692 BOAO a 
Died, GOR Mie MO} GIN) $ 14,703 


Includes the items detailed in note 3, page 18, of the notes to consolidated financial statements. 
Unallocated corporate shown on statement 5, page 24, is after reflecting the interest in earnings of Alminex Limited and United Keno 


The results of operations in the interim reports issued during 1977 for the six months ended June 30 and for the nine months ended 
September 30 have been revised to reflect certain adjustments to revenues and costs made at December 31, 1977 which are 
retroactive to these periods. The revisions had the effect of increasing the consolidated losses previously reported for the quarters 
ended June 30 and September 30 by $603,000 (13 cents per convertible share) and $1,573,000 (31 cents per convertible share) 


Notes: 
1. See note 3, page 26, of the notes to statement of supplementary information. 
Ze 
3: 
Hill Mines Limited, which are accounted for on the equity basis. 
4. 
respectively. 
5. See note 2, page 18, of the notes to consolidated financial statements. 
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FALCONBRIDGE NICKEL MINES LIMITED 


TEN-YEAR REVIEW 


EARNINGS (LOSS) 
(000's) 


EARNINGS (LOSS) 


CONTRIBUTIONS — 


after consolidation 

adjustments, before 

extraordinary items 
(000's) 


FINANCIAL 
POSITION 
(0600's) 


SHAREHOLDERS’ 
DATA 


EXPLORATION, 
RESEARCH AND 
DEVELOPMENT 
(000's) 
CAPITAL 
EXPENDITURES 
(000's) 


METAL SALES 
(000's pounds) 


ORE RESERVES 
(000's tons) 


Notes: 


1971 


204,407 
17,468 
3.52 


67,611 


26,601 
15,340 
117,954 


160,132 
312,799 
293,336 


289,832 
SVEOI, 
athe) 


5,000 
12,178 


10,246 
3,311 


59,474 
67,887 
5,968 
144,862 


85,864 
60,985 


62,012 
14,569 


99,933 
72,300 


1970 


214,315 186,030 
42,190 46,890 


1969 


8.52 953 
(475) 669 
(0.10) 0.14 
3.50 3.50 
4,955 4,946 
12,273 12,687 
9,307 6,036 
4208 2,683 
51,567 37,245 
67,540 17,774 
4946 1.778 
84,141 80,647 
56,922 49,456 
50,320 52,752 
10,648 12,249 
97,405 94,217 


62,800 62,800 


1968 


143,811 
34,946 
7.13 


3.50 


4,905 
13,799 


4,659 
2,207 


40,294 
2,999 
1,692 


70,712 
39,787 


56,817 
24,612 


91,639 
62,800 


1977 1976 1975 1974 1973 1972 

REVENUES: ai) fvscoidslectet tes od ah aise earaseatiemaes $ 381,684 483,480 409,888 443,508 426,834 266,851 
Earnings (loss) (before extraordinary item) $ (29,223) 14,703 3,221 30,595 49,343 5,165 

Per convertible share (note 1) > (6.23) 2.96 0.65 6.17 9.96 1.04 
Extraordinary ttem:sacsateeiiss see ee we P 20}238 7,100 (49,456) 

Per convertible share (note 1) .............. $ 4.08 1.43 (9.98) 
Unallocated corporate (note 6) ............005 $ (16,303) (5,717) (4,352) (2,688) (2,711) (3,402) 
Alminex: imited Juke ii et Re pees ep tO,dl © 3,424 2,952 2,922 2,040 1,263 
Falconbridge Copper Limited Sapi2O13 1,637 198 3,981 12,295 3,058 
Falconbridge Dominicana, C. por A. ......... $2,788 8,834 5,689 3,309 9,933 503 
Indusmin Limited (Note 7) ........ccccceeeeee Spezza 2,019 2,821 1,307 1,287 1,290 
Integrated nickel operations .................00 $ (21,629) >) 45727 (5,390) 1\'16;395) 1 19)425 5,118 
Oamites Mining Company (Prop.) Limited $ (336) 128 739 1,433 2,406 205 
United Keno Hill Mines Limited ................. $ 1,168 841 1,422 2,946 1,159 (350) 
Wesfrob Mines Limited PON Ceae ity) (337) (1,361) 539 2,753 (2,490) 
Others: (motel 7). aiatcenerarnecc a eecneetarere tea $ (640) (853) 503 451 756 (30) 
Earnings (loss) (before extraordinary item) $ (29,223) 14,703 322115) 80;595) 49343 5,165 
Working capital — 

Integrated nickel operations (note 8)... $171,158 82,461 98816 137,163 116,582 71,137 

Falconbridge Dominicana, C. por A. 
(Note: 2) eee Ree Re ee tet $ 42,785 37,410 33,703 28,941 36,214 25,680 
Falconbridge Copper Limited .. $ 32,696 24,409 20,768 18840 25,776 14,044 
Consolidated total yey ee seemeduarct estore $ 252,411 152,083 164,102 195,467 186,640 113,463 
Property, plant and equipment (net) — 

PrOdUGING eel y rt Onan rtle tien eat ae $ 304,768 255,217 283,611 282,803 303,767 330,965 

Non-producing .... $150,356 167,654 143,178 137,504 105,021 86,507 
Long-term debt ..........00.c. $ 291,394 223,715 255,121 274,616 288,493 301,921 
Shareholders’ equity (O00’s) .........., ws $383,127 321,249 311,483 312,437 291,887 242,099 

Amount per convertible share ............... $ 61.50 64.13 62.21 62.47 58.37 48.42 
Dividends paid per convertible share ........ $ 0.50 1.00 1.00 2.00 1.00 1.00 
Number of convertible shares outstanding 

at end of year (note 3) (00's) «2.0.0.0... 5,010 5,009 5,006 5,001 5,001 5,000 
Number of convertible shareholders ......... 9,150 G:788 10573827 i 20S tt hO4s 125254 
Preference shares (000's) ..0.........cccseseeeeee $ 75,000 
Exploration ee Ane i aay eae eet ae eee $ 9,726 8,325 7,826 11,432 8,895 6,768 
Research and development ...........-....0006 $ 3,844 3,769 4,100 4,382 3,304 2,546 
Expenditures (net) on property, plant, 

equipment, development and 

preproduction — 

integrated nickel operations (note 8).... $ 62,267 27,954 38,161 30,442 21,156 36,717 

Falconbridge Dominicana, C. por A ...RD$ 2,908 1,490 1,934 5,571 2,123 10,400 

Falconbridge Copper Limited (note 4).. $ 5,415 8,903 7,400 14,968 9,076 3,910 

Consolidated! total i. wesw tony iments $ 78,848 44,188 56367 59,315 40,632 61,804 
Integrated nickel operations — 

Nickel 32,047 80,176 61,524 89,464 99408 89,665 

Copper 42,677 34,076 40,713 53,981 53,725 56,464 
Falconbridge Nickel Mines Limited — 

Nickel in ferronickel (note 5) .....0.....0.. 43,394 59,781 50,270 73,828 67,644 
Falconbridge Copper Limited (note 4) 

GOPDE Ge iicn directa eine Hote SLE San 92,369 82,939 77,503 | 56911 80,935 80,870 

ZEIT C Sacer bette aA eara Mes td agit ae 89,032)))) 73)430% || 73,767)" 30;838 "137,950! 7 138/218 
Falconbridge Nickel Mines Limited ........... 80,670 83,405 89,099 90,578 92,798 92,646 
Falconbridge Dominicana, C. por A. ......... 70,000 72,500 63,700 66,000 68,500 £70,800 
Falconbridge Copper Limited (note 4) ...... 8,653 7,187 9,234 11,004 11,287 11,724 


. See note 8, page 19, of the notes to consolidated financial statements. 


. See note 10, page 20, of the notes to consolidated financial statements. 


1 
2 
3. Includes shares held by consolidated subsidiaries. 
4 


11,543 


SLT e921 


7,986 


. This company was formed through an amalgamation of a number of companies in 1971. For comparative purposes the figures have been 
presented as if the amalgamation had been in effect throughout 1968 to 1971. 


5. Ferronickel sales to customers, see note 3, page 26, of the notes to statement of supplementary information. 


6. Before interest in earnings of Alminex Limited and United Keno Hill Mines Limited which are shown separately. 


7. For comparative purposes the 1972 to 1975 figures have been restated to combine the contribution of Indusmin and Fahralloy Canada 


Limited. In 1976, Fahramet Limited, a subsidiary of Indusmin Limited acquired the operating assets of Fahralloy Canada Limited. 


8. Includes both the Integrated nickel operations and Company's corporate operations, see note 2, page 26, of the notes to statement of 


supplementary information. 


FALCONBRIDGE NICKEL MINES LIMITED 


ACCOUNTING FOR INFLATION 
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The following unaudited replacement cost data, which were extracted from the Company’s 1977 United States Securities 
and Exchange Commission (S.E.C.) Form 10-K filing, reflect the estimated current replacement cost of inventories and 
productive capacity of certain of the Falconbridge group companies compared with the historic cost of these assets at 


December 31, 1977. 


Because of the subjectivity and inherent imprecision of the estimated replacement cost data they should only be viewed as 


indicative of the order of magnitude of the impact of inflation. 
(a) Inventories ($000's) 


Inventory of metals: 
FU OME OSM ascot loads allt Massostsbbec de baie hel MCT AE AtNARA Sa etn LER een Gea Pea 


REDIACEMEICOSTM tenets Emre sarabl ata nMmatite aE Ural chien e Cui atN Mie 


Inventory of supplies: 
Historic cost — 
ROE ee a sauh dou ssab maaan buree ce any se se Soh etn iee Meal Gla Baa ete EMR ame a PA 


Deduct: 
SIOWMMOVINC ANG CapltaliteniSiyas maa eetenen wae ca ceticne ca ticuccu cee wadtanl. 


GOMSUMADISSHN Manas HEN eee tOn uae Panett enpme a aMEtI UNE URAC eal i/Dllaolhe it 


(b) Productive capacity ($000’s) 


Total in the 
consolidated 
balance sheet 


Property, plant and equipment: 
Producing assets — 
PlahtanciedenpmentalcOSt cra nrecsisiiwnvdesisrcessenerse 
ANGCUMULALEGTOSDLECIAlON Marrs sess enudeccsessenoreeuhindanee 


$ 509,332 
$ 309,150 


Integrated Other 
nickel subsidiary 

operations companies Total 
SOR BUNS nen 2a8 tS 185,105! 
$ 151,242 $ 33,914 $ 185,156 
$ 13,628 $ 19,578 $ 33,206 
yaated a5) 149 1,854 
Sh 2 AES OMS carga be 
$ 12,706 $ 20,183 $ 32,889 
Historic Cost 

Amounts for Amounts for 
which replace- which replace- 
ment cost data ment cost data Estimated 
have not been have been replacement 
it provided provided cost 

(i) (ii) (ii) 

$ 78,451 $ 430,881 $ 979,852 

$ 61,656 $ 247,494 $ 574,359 


(i) Generally represents the assets of subsidiaries’ operating mines which are expected to have short (10 years or less) 


remaining productive lives. 
(ii) Estimated replacement cost — 


Integrated nickel operations — 
ISTORIGHG OS UE Rete mR Crate ai AnEERUM ALI ANTM ionahaask ouesadinemersty 
Pee MOTB CO St carte tice tactaiientioceemnuiisteys ve tsacticiinthapek steneley eMleub aught 
*Other subsidiaries — 
EAISLOMIG: COS UMMM IEA eed scan panawas Uke rcallloulo lesa lstiae nly test Weiser pine sees rs ti 
PSU AOS IMEN COSTE ie ashiudsty Lael ninesmbenndbiieiies Sobiaatbnaelurideime dvips By ni Nl 
Total — 


FISTONIC IC OST aa Ha Bhetineee hadtnitles Wand nec ureune nee eenned eau dublon piace natn 
RREDIACEMENt COST iiss .nnteeseeieecsatcavexastacceensenntaracenynesnsareyortnnmnbniodsen 


Plant and Plant and 
equipment, Accumulated equipment, 
at Cost depreciation net 
$ 245,954 $ 177,064 $ 68,890 
595,520 427,477 168,043 
184,927 70,430 114,497 
384 332 146,882 237,450 
$ 430,881 $247,494 $ 183,387 
$ 979,852 $ 574,359 $ 405,493 


* Includes Falconbridge Dominicana, C. por A.; Indusmin Limited; and Lakefield Research of Canada Limited. 


To arrive at replacement cost of productive fixed assets, current estimates of costs to construct or purchase were 
applied or other methods such as calculating replacement cost based on cost per unit of productive capacity were 
employed. Indices. published by governmental and private organizations were applied to the historic cost of 


recently acquired assets. 
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FALCONBRIDGE NICKEL MINES LIMITED 


ACCOUNTING FOR INFLATION (continued) 


(c) Depreciation expense for 1977 which would have been recorded if it were estimated on the basis of the average current 
replacement cost of productive capacity is as follows: 
Depreciation expenses (iv) 


Historic cost Replacement 
basis cost basis 
(ii) ($000's) (iii) 
Total Charged to earnings: ines HeNe Ra Ie ENTER ARR nia unNaI AU Ns BES tn nue aw ER Sees aU OER $ 32,297 
Deduct amounts related to assets for which replacement cost data have not been 
o] C9) (0 (<1 0 PRM MRA BIME RH HE RAE ReEU Coe Sousa th annie Ey he anel HariotidnonGtecntinbboagdelce daiuaterey ss odee 5,344 
Amounts related to assets for which replacement cost data have been provided (i) ...... $ 26,953 $ 68,441 
(i) Integrated nickel ODEraAVOMNS int ccserusetcesecliaudennattinm aetna at asset aetate meine meee a rnanen ae $ 16,860 $ 48,752 
*Other Subsidiaries eee MOE Caer aU RNT DNL IT io. aaaeUnt US HEH Se Uae OO a 10,093 19,689 
TO tal as teeta AR ES ABER Pe AA UR UR ye RT en ac Ca a $26,953 $ 68,441 


*Falconbridge Dominicana, C. por A.; Indusmin Limited; and Lakefield Research of Canada Limited. 
(ii) The method of calculation is detailed under note E of the Accounting Policies on page 13. 
(iii) Calculated using a straight-line method. 


(iv) The higher estimated depreciation expense under the S.E.C.’s productive capacity replacement cost basis 
would probably be partially offset by operational economies. 


(d) The difference between the replacement value and historic value of cost of sales is immaterial. Under the “‘last-in, first- 
out’ method of costing the inventory current costs are reflected in the consolidated statement of earnings for the 
Integrated nickel operations. The other subsidiaries generally recognize revenues when metals are produced 
(consequently, the recorded revenues are matched with current costs) or have immaterial product inventories or 
differences between replacement and historic cost of sales. 
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THE INTEGRATED NICKEL OPERATIONS ......000000..0....0ccccccccceesseeeeeeeeees 32 

MARKETING (ACTIVITIES 92 oo oe vance sate ee eee 34 

MAJOR SUBSIDIARY AND 

ASSOCIATED COMPANIES: 
FALCONBRIDGE COPPER LIMITED .....................cceeeeeeeeeteteeeees 35 
NEW QUEBEC RAGLAN MINES LIMITED ..........................005 36 
BLANKET MINE (PRIVATE) LIMITED ..............00 eee 36 
FALCONBRIDGE DOMINICANA, C. POR A. ...................::::000 37 
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FALCONBRIDGE NICKEL MINES LIMITED 


THE INTEGRATED 
NICKEL OPERATIONS 


Earnings 


A loss of $21,629,000 was incurred by 
the Integrated Nickel Operations in 1977, 
compared with earnings of $4,727,000 in 
1976. The loss was a result of low nickel 
sales, weak metal prices and non- 
recurring costs. Sales of nickel amounted 
to 32,047,000 pounds, a drop of 60 per 
cent from sales of 80,176,000 pounds in 
1976. Copper sales, however, increased 
by 25 per cent, rising from 34,076,000 
pounds in 1976 to 42,677,000 pounds in 
1977. The depressed metal prices, 
expressed in United States currency, 
were offset in Canadian dollar terms, 

as a result of the weakness in the 
Canadian dollar. Non-recurring costs 
resulting from the curtailment of 
operations at Sudbury, and the write-off 
of residual asset values upon the 
termination of operations at the 
Manibridge Mine in Manitoba, contributed 
$10,912,000 to the loss incurred by the 
Integrated Nickel Operations in 1977. 


The Company has had under study for 
some time the write-off rates for capital, 
preproduction and development 
expenditures. As a result of this study, the 
write-off rates were changed on July 1, 
1977 to reflect the economic lives of the 
assets. The effect of this change was a 
reduction of $3,538,000 in the 1977 
depreciation, depletion, development 
and preproduction write-offs. 


Operations Review 


General 


Sudbury Operations produced at an 
annual rate of 77,000,000 pounds of 
nickel for the first eight months of the year 
while operating on only one of the two 
smelter furnaces and using oxygen 
enrichment of the blast air. During 
August, action was taken to reduce 
production in the light of increasing 
inventories of finished nickel. All 
operations were shut down from 
September 11 to October 9, for a four-day 
weekend over the Remembrance Day 
holiday, and during the week between 
Christmas and New Year's Day. In 
addition, the work force was reduced by 
465 to 3,623 employees. The 


Falconbridge and Strathcona 
concentrators’ operations were reduced 
to a five-day-a-week schedule and the 
North Mine was being prepared for shut- 
down and placement on standby status 
early in 1978. Further work force 
reductions, involving approximately 750 
jobs, were announced in December to take 
effect in April, 1978. This will reduce the 
employment level at the Sudbury 
Operations from 4,001 employees at the 
end of 1976 to 3,623 employees at the 
end of 1977 and to approximately 2,900 
employees when the curtailment is fully 
effected. At that time, the production level 
will be approximately 50 per cent of 
Capacity. 


During the year, discussions with the 
Ontario Government continued regarding 
legislation concerned with refining in 
Canada, the disallowance of the 
Company’s Norwegian Refinery costs for 
mining tax purposes after the expiry on 
December 31, 1978 of the current 
exemption, and the limitation imposed on 
the production from Sudbury District ores 
of 85,000,000 pounds of nickel per 
annum which can be refined off-shore. By 
year-end, the Company had not received 
the Government’s response to its 
proposals on these matters. 


Ore delivered during the year to 
treatment plants from Company mines in 
the Sudbury area amounted to 2,865,000 
tons compared with 3,219,000 tons 
delivered in 1976. Both the Hardy Pit and 
Longvack South Mine were closed during 
the year upon exhaustion of their ore 
reserves. Lockerby Mine was declared 
“in production” in March, 1977 upon 
exceeding 60 per cent of its rated 
production capacity. East, Fecunis and 
Onaping Mines, which were temporarily 
closed in 1976, remained on standby 
throughout the year. Ore produced from 
Manibridge Mine in Manitoba totalled 
51,000 tons prior to exhaustion of ore and 
mine closure in April. 


Falconbridge Nikkelverk 
Aktieselskap 


The operating rate of the refinery in 
Norway was below capacity because of 
the continuing low demand for refined 
nickel. 


The plant program, commenced in 
1974 to improve working conditions and 
operating efficiency, was continued on an 
extended schedule. Completion is now 
expected in 1980. A milestone in this 
program during 1977 was the completion 
of the changeover from the old Hybinette 
electrolytic cells to a new electrowinning 
system. 


Capital Programs 


Construction continued during the year 
on the Smelter Environmental 
Improvement Program at Falconbridge, 
Ontario. At year-end, expenditures 
totalled $65,977,000 and construction 
was 90 per cent complete. One furnace is 
scheduled to start up in April, 1978. 


Expenditures of $8,389,000 were 
incurred during the year in developing the 
Fraser Mine. Fraser No. 1 Shaft was 
completed to a depth of 5,250 feet. 
Underground development was 
commenced in August, 1977. The sinking 
of the ventilation shaft was deferred at 
year-end and lateral development is 
continuing on a reduced basis. 


Expenditures (net) on mines and plants 
for 1977, with comparative figures for 
1976, are set out in the table below: 


1OTT 


Property, plant 
and equipment 
Development and 
preproduction 


$48,504,000 $14,099,000 


13,763,000 —_ 13,855,000 


1976 


$62,267,000 $27,954,000 


Other Activities 


The damage sustained at the Nickel-lron 
Pellet Refinery on October 26, 1976 was 
repaired by Sudbury Metals Company 
under the terms of the lease agreement. 
Sudbury Metals Company had not 
resumed production at year-end 1977 
due to low product prices. 


Ore Reserves 


Some marginal ore has been removed 
from reserves because of increased costs 
and low metal prices. Total proven and 
probable reserves at the Company’s 


33 


Sudbury Operations at year-end, 
including appropriate allowance for 
dilution in mining, were as follows: 


Year Tons of Ore 
TRIALS - ads boc bee Pixar Sec MRC ER ease ee 80,670,000 
MO. Gaeemr ea a tees 8 stn, eee any ten 83,405,000 


Tons of Average 
Contained Metal Grade (%) 
Nickel Copper Nickel Copper 
1,177,000 624,000 1.46 OMIT 
1,214,000 567,000 1.46 0.68 
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FALCONBRIDGE NICKEL MINES LIMITED 


MARKETING 
ACTIVITIES 


FALCONBRIDGE 
INTERNATIONAL LIMITED 


MARKETING REVIEW 


Nickel 


Until mid-1977, the Company anticipated 
an improvement in nickel demand after 
the normal mid-year slowdown; however, 
demand continued to decrease as the 
year progressed and producer inven- 
tories increased substantially. Because 
of the steadily deteriorating market 
conditions throughout 1977, non- 
Communist world producer shipments 
decreased to about 900,000,000 pounds, 
the lowest level since 1971. Although 
there was some improvement in nickel 
demand related to the automotive and 
residential construction sectors in the 
United States, manufacturing industries, 
notably basic steel, experienced severe 
difficulties. The United States economy is 
expected to show modest growth in 1978. 
In Europe, industrial production 
continued to decline and the short-term 
outlook remains poor. In spite of limited 
government stimulation programs to 
promote capital investment, business 
continues to defer investment. During the 
latter part of 1977, the major nickel 
producers began significant production 
curtailments to bring short-term supply 
and demand into balance and reduce 
inventories. 


Extreme competition in the nickel 
industry caused widespread price cutting 
in 1977. At 1977 price levels, nickel 
production throughout the non- 
Communist world was not profitable for 
most producers. Production curtailments 
initiated in 1977 must continue 
throughout 1978 to ensure that stable 
market conditions are achieved and 
maintained. The producers’ published 
base prices for electrolytic nickel and 
ferronickel were withdrawn at mid-year as 
price discounting intensified. 
Falconbridge reintroduced published 
base prices in late November, effective 
through the first quarter of 1978. Nickel 
markets are expected to remain very 
competitive through 1978. 


Copper 


The U.S. equivalent of the London Metal 
Exchange ‘‘spot’’ or cash price for 
copper wirebars averaged U.S. 59.5 
cents per pound in 1977 compared with 
U.S. 64 cents per pound in 1976. Prices 
ranged from a high of U.S. 70 cents per 
pound in March, 1977, to a low of U.S. 51 
cents per pound in August, 1977. This 
price performance reflected the failure of 
the world’s major copper exporting 
nations to reduce production in the face 
of mounting inventories of refined copper. 


It is estimated that 1977 refined copper 
consumption in the non-Communist 
world rose by 5 per cent compared with 
1976; however, refined production 
exceeded consumption, resulting in an 
increase in producer inventories and in 
commodity exchange stocks. These 
stocks have been at historically high 
levels since late 1975 and account for the 
depressed level of copper prices over the 
last three years. A small reduction in total 
stocks is possible in 1978, assuming a 
reasonable level of growth in the major 
copper consuming nations. In view of the 
excessive level of inventories, little 
change is expected in the 1978 copper 
price compared with 1977. 


Other Metals 


The producers’ average price for cobalt 
increased to U.S $5.42 per pound in 1977 
from U.S. $4.17 per pound in 1976. 


Following mediocre performances 
throughout most of 1977, precious metal 
prices improved sharply during the last 
quarter of the year, primarily because of 
renewed uncertainty in world currency 
markets. The outlook for most precious 
metal markets is encouraging. 


Services 


In addition to marketing nickel, 
ferronickel, copper, cobalt and various 
by-products, Falconbridge International 
Limited and the other commercial 
companies in the Falconbridge Group 
negotiate sales, purchasing and toll 
refining contracts covering a variety of 
ferrous and non-ferrous metal 
concentrates, refined precious metals 
and other raw materials. Products 
handled include copper, cobalt, nickel, 


zinc, lead and iron ore concentrates, and 
precious metal semi-refined materials as 
well as refined gold and platinum group 
metals. New areas of commercial interest 
are also being investigated by the 
Marketing group. 


Other marketing support to the 
Falconbridge Group during the year 
included customer service, product and 
market research, technical service, 
transportation and distribution 
management and marketing 
communications. 


Organization 


In October, 1977, Falconbridge Canada, 
the Canadian Marketing division of 
Falconbridge Nickel Mines Limited, was 
formed to market in Canada the products 
of the Falconbridge Group of companies. 
Falconbridge Canada joined the other 
Falconbridge commercial and marketing 
companies which include Falconbridge 
International Limited based in Hamilton, 
Bermuda; Falconbridge U.S. 
Incorporated, which conducts marketing 
operations in the United States from 
Pittsburgh; and Falconbridge Europe, 
S.A., serving customers in Europe from its 
office in Brussels, Belgium. 


Management 

Falconbridge International Limited 

President W. G. Dahl 
Executive Vice-President E. H. Holm 
Falconbridge Canada 

Canadian Marketing Division of 

Falconbridge Nickel Mines Limited 

President M. O. Pearce 
Vice-President Sales T. J. Desanti 
Falconbridge U.S. Incorporated 

General Manager R. W. Bain 
Falconbridge Europe, S.A. 

General Manager J. H. Lilly 


FALCONBRIDGE NICKEL MINES LIMITED 
MAJOR SUBSIDIARY AND ASSOCIATED COMPANIES 


Falconbridge Copper Limited 


Net earnings for the year were 
$7,301,000 (56 cents per share), 
compared with $4,858,000 (37 cents per 
share) in 1976. Improved earnings were 
due to increased production of all metals 
and close control of costs, which rose 
only 4 per cent over 1976. Working 
capital increased $8,287,000 during the 
year to $32,696,000 after payment of a 
dividend amounting to $1,297,000, net 
additions to fixed assets of $879,000 and 
net preproduction and development 
expenditures for the Cooke and Corbet 
Mines of $4,536,000. 


Total metal production from all three 
divisions of the company was 92,369,000 
pounds of copper, 89,032,000 pounds of 
zinc, 42,000 ounces of gold and 
2,836,000 ounces of silver. This 
compares with 82,939,000 pounds of 
copper, 73,430,000 pounds of zinc, 
25,000 ounces of gold and 1,813,000 
ounces of silver in 1976. 


Lake Dufault Division 


Operating profit for the year was 
$3,697,000 compared with $5,735,000 in 
1976. Lower copper production and zinc 
prices were primarily responsible for this 
decrease. 


Tonnage milled totalled 430,000 tons 
of 3.27 per cent copper and 3.74 per cent 
zinc compared with 505,000 tons of 3.10 
per cent copper and 3.45 per cent zinc in 
1976. Production of copper was 
26,572,000 pounds compared with 
29,553,000 pounds in 1976, whereas 
zinc production was 25,684,000 pounds 
compared with 27,389,000 pounds in 
1976. Operating costs were $9,326,000 
in 1977 compared with $9,758,000 in 
1976. 


The Corbet shaft reached a depth of 
3,869 feet below surface in 1977 and the 
completion depth of 3,990 feet was 
reached in January 1978. 


Ore reserves at the end of 1977 were 
calculated to be 3,985,000 tons 
(including 2,929,000 tons in the Corbet 
Mine) with average grades of 3.22 per 
cent copper and 2.85 per cent zinc. 


Opemiska Division 


An operating loss of $423,000 was 
incurred in 1977 compared with a profit of 
$1,050,000 in 1976. A slight decrease in 
the price received for copper, combined 
with higher operating costs and 
depreciation charges, more than offset 
improved prices for gold and silver and 
higher gold production. 


The Cooke Mine commenced 


production in July 1977 with a gold 

content significantly greater than that 

Pieced from the Springer and Perry 
ines. 


Production of copper during the year 
amounted to 40,307,000 pounds from 
1,022,000 tons of ore, averaging 2.05 per 
cent copper. Production of copper during 
1976 was 40,049,000 pounds from 
1,044,000 tons of ore, averaging 2.01 per 
cent copper. 


Ore reserves at December 31, 1977 for 
the Springer, Perry and Cooke Mines 
totalled 3,764,000 tons grading 2.44 per 
cent copper. 


Sturgeon Lake Joint Venture 


During the fourth quarter of the year, the 
joint venturers completed the recovery of 
their $24,000,000 investment in the 
venture. Prior to recovery of the 
investment, Falconbridge Copper 
received 93.4 per cent of the proceeds of 
the joint venture. After recovery of this 
investment, proceeds will be distributed in 
proportion to the participation of the joint 
venturers, that is 80 per cent Sturgeon 
Lake Mines Limited, 13.4 per cent 
Falconbridge Copper Limited and 6.6 

per cent NBU Mines Limited. 
Falconbridge Copper owns 67 per cent of 
the issued shares of Sturgeon Lake Mines 
Limited. The financial statement of 
Sturgeon Lake is consolidated with that of 
Falconbridge Copper. 
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The joint venture profit increased from 
$6,811,000 in 1976 to $12,892,000 in 
1977. Falconbridge Copper’s share of 
these profits, after all charges, amounted 
to $6,275,000 in 1977 compared with 
$1,215,000 in 1976. This increase was 
due to milling a slightly higher tonnage at 
grades significantly higher in copper, zinc 
and silver than in 1976. Recovery of all 
metals has been greatly increased by 
selective mining, blending and improved 
ore beneficiation procedures. 


Tonnage milled was 423,000 tons 
compared with 416,000 tons in 1976. 
Production in 1977 at Sturgeon Lake was 
67,824,000 pounds of zinc, 27,292,000 
pounds of copper, 3,144,000 pounds of 
lead and 2,152,000 ounces of silver. This 
production compares with 49,295,000 
pounds of zinc, 14,276,000 pounds of 
copper, 1,172,000 pounds of lead and 
1,067,000 ounces of silver in 1976. 


Ore reserves at December 31, 1977 
were 903,600 tons grading 2.59 per cent 
copper, 9.15 per cent zinc, 1.13 per cent 
lead and 5.31 ounces of silver per ton. 


Capitalization 


GOMMIMONESANSS taecccseeaceateaceavs scocacas Seance Nr 


As at December 31, 1977 
Outstanding Held by Falconbridge 


Financial 


Revenue from metal shipments .............:cceeeecce 


Earnings before amortization and depreciation 


[Iintexolnaves XaVe! (ANVINVIA@) WDMEIS) Ga, scossoopoanopasesseneecounoueonan 
EanminGSreiitetsallachialiG CSiaerene nscnmnnanscereeecetr 
Dy NtolsynveKSa{o¥ell(ell sscnscaosopbouscnnaedora oaedaonnnposdebouonpuecce Nc 
WANKCTANIAG) COVEN) s.scucounmedaoenaaqoadora0n0 uconuredenigstianee sad: 


Falconbridge interest* in 


Earningsrante mall iGmarG Siamennenvaestrrse eee: ter manta 
IBY NitelsInvalss.19¥e tel in-socssavodnauaeasocadseesansacooonoogentoce 2) 
Excess of earnings over dividends ..............008 


* Before consolidation adjustments 


Pecan. 12,970,125 6,509,696 50.2% 
Year ended December 31 
1977 1976 
BOP ad, $107,455,000 $89,163,000 
sn 13,850,000 11,707,000 
Aha ee 5,304,000 2,947,000 
Case eceee 7,301,000 4,858,000 
sane 1,297,000 1,297,000 
bern 32,696,000 24,409,000 
Per share of 
Falconbridge 
Ee tie $ 3,665,000 73¢ 
Foe ete ae 651,000 iss. 
iva $ 3,014,000 60¢ 


Management 

Chairman of the Board Marsh A. Cooper 
President and Chief Executive Officer L. C. Kilburn 
Manager, Opemiska Division P. P. Dessureault 
Manager, Lake Dufault Division W. R. Wright 
Manager, Sturgeon Lake Joint Venture H. R. Graham 
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FALCONBRIDGE NICKEL MINES LIMITED 
MAJOR SUBSIDIARY AND ASSOCIATED COMPANIES 


New Quebec Raglan Mines Limited As at December 31, 1977 


The company’s wholly-owned Capitalization Outstanding Held by Falconbridge 

subsidiary, Raglan Quebec Mines New Quebec Raglan Mines Limited 

Limited, holds exploration permits Gommonmishares: wise nne cere ene eee cee nee 7,763,871* 5,300,067* 68.3% 

totalling 300 square miles and 157 Raglan Quebec Mines Limited 

mineral claims located in the Ungava Preferredshares*==" 696 ren tecreetere tcc cee, creer 7,500,000 7,500,000 100% 

region of Quebec. — ao FLSA SLM tote ees 7,500,000 7,500,000 100% 
; . aad. oy ty APP UR Ane RRR ONS GoM So. ae rn Rearing 2,395,000**  2,395,000** 100% 

In 1977 an airborne photographic Common shares vees.ces: pares tre ceeeetnr anon eee 4,005} 


survey was completed over the property. 
Topographical maps are presently being 
prepared to facilitate a program to 
geographically re-map the property in 
detail and correlate the information with 
the present underground data. 


Because of the world’s current 
oversupply of nickel, it cannot be 
predicted with certainty when the 
expenditures on the properties will be 
recovered by charges against income 
from future mining operations. 


Expenditures to date on the property have 
amounted to $28,464,000. 


Estimated ore reserves are 16,050,000 
tons grading 2.58 per cent nickel and 
0.71 per cent copper. 


* Includes 3,577 common shares to be issued. 
** Includes 134,000 6%% preferred shares to be issued. 
+ Wholly-owned by New Quebec Raglan Mines Limited 


Management 


President J. R. Smith 


Blanket Mine (Private) Limited 


As at December 31, 1977 


Net earnings for the year were $545,000 Capitalization Outstanding Held by Falconbridge* 
compared with $433,000 in 1976. The Common Shares iat eee eee ec end ee eee 9,208 100% 


improved earnings result from the 


*Through wholly-owned subsidiary Ventures of Africa 


increased price of gold which averaged Limited 

20 per cent higher in 1977 than in the 

previous year. Revenue from metals Year ended December 31 
produced amounted to $3,348,000 in Production 2 Oi c=} 1076r 
1977. Blanket _ / 

Tons milled in 1977 at the Blanket Mine Ore milled — tons (metric) a falehairatavcinresabetarQeainieisyaleie niaramn et Flafare valeieinig hea aseseoe 154,000 143,000 
increased by 11,000 metric tons but gold Bais PrOdUCEd"—— OUNCES rea eeecereeceeesevame ens teat 18,424 19,449 
production dropped by 1,025 ounces due 

: Oreimilled'—tomsx(Mehic) eae eeeeee sees 50,000 59,000 
to the lower grade of ore processed. It is Tungsten concentrates — pounds .................0::....cce08 90,000 97,000 


intended to maintain gold production at 
the annual rate of approximately 18,000 
ounces in 1978. 


Financial 


(Canadian dollars) 


Net revenue from metals produced ..............ccccccseeeseeeeeeees $3,348,000 $2,398,000 

Underground exploration at the RHA Earnings before depreciation .........cccccccccsecessseeeensseeeeneeees 727,000 548,000 

wolfram property has proved the Earningsratte mall Changes ereeauumcese meaner teertenen rears ere 545,000 433,000 

continuity of the tungsten-bearing veins Dividends paid Le rai SBE Oe cise CAL ROSE Eth cs Te ett 320,000 78,000 

beneath the old workings. Milling of this Working: Capital sy. oscstosctncostoncsonsadeesocses oaseeacsbaesreenennes 593,000 460,000 

new ore will commence shortly. P 

er share of 

The future of these operations depends __ Falconbridge interest* in Falconbridge 
a ve Stability of the political situation in Earningsvatter all Charges frase cacy treet: aoe $ 545,000 11¢ 
odesia and the availability of technical Dividends paid ii: Peet ae <hr ete eee an cet sne ener ___ 320,000 a6 
Staff. EXCessroffearmingSiOVeteciViCe ICS me aaeeeta tenes teem $225,000 _5¢ 


“Only dividends received by Falconbridge are reflected in consolidated earnings. 


Management 


Managing Director 
Mine Manager 


H. H. Bird 
A. Ryan 


Falconbridge Dominicana, 
C. por A. 


Net earnings for the year were RD 
63,242,000 of which RD $162,000 were 
ransferred to the legal reserve. (RD $1.00 
>quals U.S. $1.00 at the official rate of 
2xchange.) This compares with net 
2arnings of RD $11,312,000 in 1976. The 
‘educed earnings result from a decrease 
of approximately 20 per cent in the 
shipments of contained nickel, a lower 
ealized price for the ferronickel shipped 
and the continuing inflationary pressures 
on all costs. 


Total shipments in 1977 were 
45,477,000 pounds of contained nickel 
compared with 56,471,000 pounds in 
1976. Shipments of 14,194,000 pounds 
n the second half of the year showed a 
narked decline from the 31,283,000 
douNdsS shipped in the first half of 1977. 
As a consequence there was a substantial 
accumulation of product inventory and by 
year end a further reduction in production 
>ould not be avoided. On January 12, 
1978, the company announced a 
eduction of its labour force by 
approximately 550 employees to 1,578, 
of whom 1,515 were Dominican and 63 
Nere expatriate personnel. 


As a result of the reduced revenue from 
netal shipments and the payment of 
orincipal and interest on the long-term 
Jebt amounting to RD $33,025,000 there 
vas a net outflow of funds during the year 
of RD $11,308,000. The company 
completely retired the debt represented 
oy the 8% Series B Demand Mortgage 
Notes and thus the burden of interest 
oayments and principal repayments in 
1978 will be substantially reduced. 


The long-term debt at year end was RD 
5113,941,000 exclusive of RD 
510,522,000 which matures in 1978 and 
Nhich is shown as a Current liability. 
ncluded in the long-term debt is an 
Inrealized loss of RD $4,538,000 
esulting from conversion of the non-U.S. 
ortion of the loan from the International 
3ank for Reconstruction and 
Jevelopment (World Bank) at year-end 
>xchange rates. 


The extremely competitive conditions 
which prevailed in world markets in late 
1976 continued throughout 1977 with 
rice competition intensifying during the 
atter half of the year. By mid-1977 the 
dublished producer price had ceased to 
9€ meaningful and its publication was 
suspended. On November 29, 1977, 
-alconbridge Nickel Mines Limited re- 
established a published price applicable 
inrough the first quarter of 1978 for 
erronickel of U.S. $2.00 per pound of 
nickel content delivered to the 
customer's plant. This price applies to all 


world markets except the Far East where 
prices will be c.i.f. domestic port. 


Mine equipment availability and 
performance were more than adequate to 
meet the restricted level of plant 
production. The process plant together 
with the ancillary support operations 
continued to operate satisfactorily. 


Capitalization 


GOMMORKSMATES yece-eeeeeeteree cn een ee eee 
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Major programs devoted to financial 
and operational control contributed 
materially to the mitigation of the adverse 
impacts of the recession and inflation. 
Expenditures on property, plant and 
equipment in 1977 were RD $2,908,000. 


The ore reserves at the end of 1977 
were 70,000,000 dry short tons grading 
1.64% nickel. 


As at December 31, 1977 


Production 


Shipments of ferronickel — nickel content in pounds 


Financial 
(RD $1.00 equals U.S. $1.00) 


Revenue from metal shipments ..................:0000000 
Earnings before interest on debt, depreciation and 

AIMOMIZAN OM permeate tomer conte acne en rai ace 
SEI MMG Site Ell) GMEWCES sasoesonadesssnecnssenag seeoupeade 
WVONKim Ga Capitalieeemercea: creanretnocianraame dts satacseec sass 


Outstanding Held by Falconbridge 
ieneahehe eee 3,000,000 1,971,524 65.7% 
Year ended December 31 
1977 1976 
eae 45,477,000 56,471,000 


RD$ 93,046,000 RD$117,986,000 


Long-term debt (excluding RD$10,522,000 in current 


DIES) Wreermrmea erin cme ee rete. 


Falconbridge interest* in 


Ealing Suattetec Im@hlali@ CS ieasearertencseeeeesese sees -ereeet 


* Before consolidation adjustments. 


Management 


President 
Executive Vice-President and General Manager 


Fees 25,395,000 40,338,000 
We emokonos 3,242 000 11,312,000 
ra RE 39,097,000 37,410,000 
BT EH: 113,941,000 122,567,000 
Per share of 
Falconbridge 
ideal Cdn.$__ 3,086,000 62¢ 


Marsh A. Cooper 
|. H. Keith 
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FALCONBRIDGE NICKEL MINES LIMITED 
MAJOR SUBSIDIARY AND ASSOCIATED COMPANIES 


Giant Yellowknife Mines Limited 


With a record tonnage throughput, 
continuation of cost control measures, 
and an increase in the annual average 
price of gold from $122 per ounce to 
$163 per ounce, net earnings rose to 
$2,451,000 from the $186,000 loss 
incurred in 1976. 


Production from Giant Yellowknife 
Mines Limited and its subsidiaries, Lolor 
Mines Limited and Supercrest Mines 
Limited, totalled 446,000 tons, an ~ 
increase of 4 per cent over the previous 
record of 428,000 tons established in 
1976. This was achieved by a heavy 
contribution from open pits which 
amounted to 41 per cent of the total 
tonnage. The average grade of ore mined 
fell from 0.281 ounce gold per ton to 
0.271 ounce gold per ton and as a result 
bullion output of 106,143 ounces was 
down 571 ounces from 1976. 


Despite the higher throughput, total 
operating costs were only 2 per cent 
higher than in 1976. A major portion of 
the cost increase was attributable to 
power rates which were raised 32 per 
cent on April 1, 1977. 


Ore reserves as of December 31, 1977 
were 1,004,000 tons at a grade of 0.34 
ounce gold per ton compared with 
1,505,000 tons of the same grade at year- 
end 1976. Although the increased gold 
price enabled some additions to reserves, 
these were offset by losses due to lack of 


continuity in some stoping blocks or 
reinterpretation of ore contours. Only 
74,000 new tons were outlined by 
diamond drilling. Exploration for 
additional ore is being concentrated at 
the north end of the property and at depth 
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where the potential remains favourable. 

Outside exploration work for other 
metals continued on six major projects. 
Three programs were concluded with 
negative results. Work is being continued 
on the remaining three projects. 


As at December 31, 1977 


Outstanding Held by Falconbridge 
6 ee 4,303,050 824,413 19.2% 


Commonsharesiseecaieccte eee eee eee 


Production (Consolidated) 


Year ended December 31 


Financial (Consolidated) 


Falconbridge interest* in 


Excess of earnings over dividends .....................+. 


pe EN ao 1976 5 
TONS "Md: Ateescctec sectors erceee ee ecr eae eRe eee oe meee 446,000 428,000 
Goldsproduced=== OUNCES ie eeeeeecereericeace ates eee emer 106,000 107,000 
Revenuertromiunetalsioroduicedieera teem esateene trer cert aesee $17,365,000 $13,138,000 
Earnings before amortization and depreciation ..............5. 3,339,000 525,000 
Earnings (loss)\Rattemalliicnargess wes teercenetertie stars 2,451,000 (186,000) 
Dividends padi SC pemshateeyeenseseeeereteere cee eee et 645,000 
== OG: DESH Al Cos a a-crceeorcne cenncee ess caneeeneee 430,000 
Working Capita ligt assests nase 0. seats casscnecneys eamence eine ae 8,838,000 6,527,000 
Per share of 
Falconbridge 
ECU AMING HE CUMETEll) CNEWCOS. canon cu Sacnansnoonsososonectoacnnsoncoceosancrt $ 470,000 9¢ 
Dividemdsspaiditas oot rca tender eee tater sercacc em rien eee 124,000 ak 
ec ee $ 346,000 7¢ 


*Only dividends received by Falconbridge are reflected in consolidated earnings. 
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President and Managing Director 
General Manager 


Western Platinum Limited 


The loss for the year amounted to 
R475,000 compared with a profit of 
R1,727,000 in 1976. Revenue from metal 
sales amounted to R20,455,000, an 
increase of less than 1 per cent over 1976 
revenue. 


Operating costs continued to rise 
throughout the year due to higher power 
costs, labour rates, the cost of stores, off- 
mine refining costs and freight charges. 
Mine unit costs in 1977 were 12.7 per 
cent higher than in 1976. Cost of sales 
increased by 14.4 per cent. 


The labour shortages experienced in 
1976 were alleviated during 1977 and by 
mid-year the mine operated at its full 
complement of approximately 4,500 
employees. However, the shortages of 
labour resulted in lower production rates 
and higher training costs. Operational 
problems in the concentrator were 
overcome by mid-year and a marked 
improvement in metal recovery was 
evident thereafter. 


The cash position of the company was 
Strained during the year by the operating 
loss and the increased level of nickel 
inventories. In order to correct this 


situation, the development rate was 
reduced, capital expenditures curtailed, 
reduced refinery charges were 
negotiated (effective from July, 1977) and 
export finance advances were arranged. 
In addition, towards year-end, the 
directors decided to reduce the planned 
throughput rate by 25 per cent to 80,000 
tons monthly. 


Capitalization 


Ondinatiy? SHALCS: sk -rasaecesneenaeteae cosemenenreeeoeteeecanen 
igoy Yo /eK=Y dnMIP@Ys! 9) @ rsa cancansatoscchoe maosonoeconasacdbaaceebocseonte 


Production 
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Financial 
1 Rand = Cdn. $1.24 at September 30, 1977 
= Cdn. $1.12 at September 30, 1976 


Revenue from metal SaleS ..........:cccccseceseeceeneeeenees 
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Management 
Joint Managing Directors 


Capital expenditures for the year 
totalled R435,000 compared with 
R1,314,000 in 1976. Principal 
expenditures included development on 
the East Incline and Noel Shaft Sub- 
Incline, and underground and surface 
plant and equipment. 

There was no reduction of the long- 
term debt which remains at R17,800,000. 


As at September 30, 1977 


Outstanding Held by Falconbridge 
os oe 10,000,000 2,500,001 25% 
Meccan R17,800,000 R4,450,000 25% 
Year ended September 30 
1977 1976 
sane 1,304,000 1,269,000 
a aefmeenees 131,000 133,000 
eee 3,617,000 3,549,000 
eRe tees R20,455,000 R20,264,000 
D eeeeaeuor: (475,000) 1,727,000 
Ber Sic 9,546,000 10,558,000 


S. C. Newman 


R. W. Banghart 


Indusmin Limited 


Consolidated sales of $42,442,000 were 
at record levels, 9 per cent greater than in 
1976. Sales from the Canadian industrial 
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Carolina was acquired, effective July 1, 
1977 and contributed marginally to sales 
and profits. This operation produces 
feldspar, mica and silica. The feldspar 
products are used for the same 


Lawson-United sells feldspar in the south- 
eastern United States and, therefore, 
geographically expands on Indusmin’s 
nepheline syenite sales activities in the 
northeast and mid-west areas of the 


minerals operations, included in applications as nepheline syenite. country. 
consolidated sales, were also a record at 
oe an increase of 17 per cent As at December 31. 1977 
A a Fate A Capitalization Outstanding Held by Falconbridge 
onsolidated net earnings after tax Commontch x 
amounted to $2,048,000 in 1977 APES peter Beare renter oe, face ent 1,167,901 806,030 69% 
compared with $2,891,000 in 1976. The Year ended December 31 
decrease in earnings was due primarily to Financial 1977 1976 
a decrease in sales volume and highly enice 
= giapete i: MOC CS ammrteh cists soa. ehe eer one) shes 28. Sete ase nanin ec Seeae ah eemtonecee $42,442,000 $38,831 ,000 
competitive pricing in the sand casting Earnings before amortization and depreciation ................. 4,615,000 5,285,000* 
operations of wholly-owned Fahramet Parmings atten all Charges i scuscued oriole nee ssscooletee. 2,048,000 2.891 ,000* 
Limited. Dividendsspaidi—ve5Cipen sSharewcmmrers sence aoe 993,000 
Sales of steel castings from Fahramet = Si Cuoeh Ghalce aetna eee 946,000 
imited 16.000.000 in 1977. 7 [RSAC | SNEWS: seacdanaeccecnpancaboananasossnsonc 101,000 
imited were $16,000,000 in , / per WVORKUMGn CAD Malice te nee cacti ste ta Ae ct eae ke, So eee 5,616,000 3,789,000* 
cent below 1976, reflecting the ® Restated 
continuing weakness of the Canadian 
capital market. There has been no Per share of 
indication of an improvement in the Falconbridge interest* in Falconbridge 
market and a major cost reduction EanntngsrattetealliChalgeSmenstmcessntsaats. ectresssstcneneeee ener $ 1,413,000 28¢ 
eae including a ce per Sah DROS OC Oh ee ee Ah MEET ENS 685,000 13 
reduction in personnel, was institute i ea SAAT FER 
during the second half of 1977. EXCESS) Of ealmingsiOver GiVIGEMdS waeseusccusseessesestecescoeetee $ 728,000 Ise 
Sales of limestone aggregates in 1977 Be Sere eogeolidation| adjustments 
slightly exceeded the 1976 level. M ' 
Construction activity in the Toronto enegemen 
region continued at low levels and the President and 
outlook is for little improvement. Managing Director Marsh A. Cooper 
Lawson-United Feldspar and Mineral Executive Vice-President C. M. Woodruff 
Company, Inc. of Spruce Pine, North 
Oamites Mining Company As at December 31, 1977 
(Proprietary) Limited Capitalization Outstanding Held by Falconbridge 
There was a loss of $449,000 in the year GOUNMON ANOS or Rent reeatentapeon oe tanesuy mes oarsmen aunanaions 253,680 190,000 74.9% 
compared with a profit of $195,000 in 
1976. This decline is mainly attributable to ; Mei ny meat baes 
the lower price of copper and higher Production wae Lies Eee RIE &~ 
treatment charges. Cash generation, after Tons ore milled (Metric) 0.0... eect eeeteeetettereseesenees 620,000 601,000 
fixed asset additions of $447,000 and be head ee CODDST) ene tintoiatcamere: renceetennesecmeess shes ae 
dividend payments of $160,000, RECOVERY (O6)ik erasers cee stercr ees tomer scene aateoreernadiccent . : 
eee $720 ae Concentrates produced (metric dry tons) ............ceees 17,000 20,000 
: ; Recoverable Copper — POUNMS 2.0.00... eeeeeseeseeeeeseeeseeeeeees 15,209,000 14,074,000 
Copper production in 1977 amounted 
to 15,209,000 pounds, up by 1,135,000 Financial 
pounds from 1976 due to the Revenue from sales of CONCENtrAteS ...eccececceesvesceeeveeeseee $10,494,000 $10,060,000 
improvement in grade from the 30 level Earnings before amortization and depreciation .............5 611,000 1,205,000 
block and to the 3 per cent increase in ore —_ Earnings (loss) after all ChArgeS ..........cccte eee (449,000) 195,000 
milled. Proven and probable ore reserves Dividends Paid .......ccceccssseceeneecnsstsstennssnessnseseesesnvesnennecnees 160,000 757,000 
at December 31, 1977 amounted to WWOFKING SCADA wt cscsuconrokcatssauen tend: dakseoe enearin, cstrcscenete 1,383,000 1,494,000 
3,534,000 metric tons, grading 1.19 per Bartrata it 
cent copper and 0.50 ounce of silver per . , avr Paleonbrdce 
metric ton, down 517,000 metric tons Falconbridge interest” In aaeomenge 
from 1976. WoscratteteallachanOeSerenmncermermnrrcnsron cera mnemcrscorearerts $ 336,000 7¢ 
DivVide@NdS Paid ........cscccscccenesceetereentennersessesssessasseesesenes 7 120/000 men 
Excess of dividends OVEF IOSS ..........ceceeeesetstntnerereeeeeesereees $ 456,000 _9¢ 


*Before consolidation adjustments 


Management 
Chairman and 

Managing Director H. H. Bird 
General Manager R. W. Banghart 
Mine Manager D. P. Hugo 
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FALCONBRIDGE NICKEL MINES LIMITED 
MAJOR SUBSIDIARY AND ASSOCIATED COMPANIES 


United Keno Hill Mines Limited 


Net earnings for the year were 
$2,412,000 or 98 cents per share, up by 
$674,000 from 1976 when a two month 
strike by employees affected 
performance. Revenue from metal 
shipments increased by $4,790,000 from 
1976 but this was largely offset by sharply 
higher costs and increased mining and 
development activities. These activities 
included sinking a decline to the fourth 
level at the Husky Mine and development 
work on several small, new projects. 


Proven and probable ore reserves 
declined from 182,000 tons grading 43 
ounces of silver per ton in 1976 to 
126,000 tons grading 40 ounces per 
ton. A study on the feasibility of 
rehabilitating the Elsa mill cyanide plant 
will be completed in early 1978. If this 
study is positive, additional lower grade 
reserves will be developed which can be 
mined by surface methods. 


There were no significant discoveries 
from the general Yukon exploration 
program. At the mine site, surface 
diamond drilling outlined a modest 
tonnage of good grade mineral on the 
Ruby vein. A 2,500-foot adit to explore 
this structure from underground has been 
started. Drifting on the No. 18 vein at the 
Keno Mine encountered a significant 
strike length of good grade ore. The full 
potential of this cannot be determined 
until a 1,200-foot drive is completed on 
the next level. 


Wesfrob Mines Limited 


There was a net loss of $2,217,000 or 

58 cents per share in 1977 compared 
with a net loss of $347,000 in 1976. The 
increased loss was due to a reduced level 
of sales which was only partly offset by 
reduced operating costs. 


Production of iron concentrates fell by 
350,000 metric tons to 425,000 metric 
tons due in part to lower demand and in 
part to a planned phase-out of the sinter 
concentrate circuit. Reduced sales were 
attributable to a general slowdown in the 
Japanese steel industry and a long strike 
at the plant of Wesfrob’s major U.S. 
customer. Full stockpiles of concentrates 
resulted in a shutdown of milling 
eat ene for the last two months of 

lee 


The shutdown of the sinter feed 
concentrate circuit is coincident with the 
switch from open-pit mining to 
underground mining which has now been 
completed. Sinter feed which was 
produced from copper-free ore cannot be 


As at December 31, 1977 


Capitalization Outstanding Held by Falconbridge 
Commion Shanesteccst Saas eersccnccen eamaten tes ce oataeencnnclsctceretre 2,470,000 1) WIS, Byes) 48.4% 
Year ended December 31 
Production Se 1976 
Wey nse comin nore lhenoreerontecknocconuntcinécvcaddtacooncamocbuncaat en saeveddaddde 91,000 76,000 
Ounces silver ProdUuCeG Sees acree nee eee acest eeeeee 2,784,000 2,370,000 
Pounds: |ead produced Reis sseccnan orate ene eee 5,911,000 4,909,000 
OUI ATetst 74lMe. 1S] K6YO(UCLET6 | con nsanconoatanidoandsbachundadoddsanunaedbpuadobanee 451,000 622,000 
Financial 
Revenue from metal Shipments ................cccceeeeeesseeeeeteeeeees $16,860,000 $12,070,000 
Earnings before amortization and depreciation ................. 2,805,000 2,130,000 
NG CARIIMNGS: ssaanetenen sase ronccanesasenaereete aa arecn tome eae ters 2,412,000 1,738,000 
Dividends paid GOCi pemsialie= wate eee et eererr 1,482,000 
=) (OCpereShanre menses eerie wae eer 1,729,000 
Workingicap tall eas seem ran csssens.- ccc soceeceas teneeents se eeame 15,429,000 14,260,000 
Per share of 
Falconbridge interest* in Falconbridge 
Earningszattercalluc hag eSmreesretencsveate ceaeeceeeenachincuace eee $ 1,168,000 23¢ 
BN o (eno Koa Oke V6 lee rere soce-ctecmocceccanod noms cactmooesbacneconmaueantencosaaceee 718,000 14_ 
(DAES) CO}! CEUIMIMOS OVE CINCO) o.22 ssncsoneomacascuboeedseaontocor $450,000 _9¢ 
Management 
President and Managing Director P. L. Munro 
Mine Manager G. S. Dundas 


economically produced from underground. Japan at year end, sales prospects had 
improved sufficiently to permit the start- 


Although demand for both copper and oe milling operations in mid-January, 


iron concentrates was at a low level in 


As at December 31, 1977 
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@rovnaiagre)@aciatelae ou wars aan soon ob eccae aon coquecceaann sua seca menace 3,832,994 3,832,994 100% 


Year ended December 31 


Production 1977 1976 
jroniconcentrates — lary MethiG TOMS! erersdeceencen cence eeeseereee 425,000 775,000 
Copper concentrates — dry metric tONS ..........ccceeeeeeeee ee 6,000 12,000 
Copper incconcentrate%—= HOURS rncncceere ares center 2,706,000 5,139,000 
Financial 

Revenues from metals ProduGed ......scccsccccscrencsscerecereres $ 8,298,000 $12,056,000 
Earnings (loss) before amortization and depreciation ....... (1,507,000) 795,000 
LOSStOr the Period ere teeta eee ot een 2,217,000 347,000 
Workingicapitall 8. ccscesocua cs eee ee te rec eee 2,099,000 3,862,000 
Management 

President P. L. Munro 

Mine Manager C. L. Stafford 


